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Many Fortunes were Founded 
Periods Depression 


HILE the masses are hesitating, the thought- 
investor taking advantage the re- 
sulting depressed security prices. That why 
far-sighted investors today are buying Corporate 
Trust buying into the future prosperity 
group America’s greatest industries buy- 
ing time when bargain-counter prices prevail. 


This one group investment trusts sponsored 
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ANY are the tales that are 
told concerning the con- 
venience and safety trav- 

elers cheques. 


Let any one embark 


journey with sheaf travelers 
cheques and one day will his 
account his travels dilate upon 
the advantages 
carrying form 
credit that current 
every realm, for, 
strange may 
seem, there are 
places where even 
our own gold certifi- 
cates may turned 
down. 

American the in- 
terior China. The 
gold certificates 
carried made ap- 
peal the natives, 
and Shanghai cur- 
rency also failed 
move them. last, and his 
mind futile attempt, offered 
travelers cheques which had, 
almost accident, quantity, and 
these the natives accepted. 

one’s funds are the currency 
the country which travels 
and the currency lost, the chances 
against recovery are nil. But 
one’s funds are carried the form 
travelers cheques, the chances 
recovery are immeasurably better. 

his way his old home 
land, man came New York and 
bought $2,000 worth travelers 
cheques. Thirty 
someone picked his pocket sub- 
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JOURNAL COVER ILLUSTRATION: FROM PAINTING WALTER 


way. Two thousand dollars was all 
had and add his plight his 
ship was sailing that same day. 

reported his loss and received 
$2,000 more cheques time 
Had his funds been currency, 
there would have been strings 
the thief and this 
traveler’s loss would 
have been complete. 
Pickpockets, robbers 
and burglars who 
come into possession 
these documents 
often get rid them 
quickly because 
the liability detec- 
tion they try 
cash them. 

Not long ago, 
lady missed $1,800 
travelers cheques 
and had recollec- 
tion where the 
United States she 
had lost them. They were found 
taxi New Orleans, and eventu- 
ally restored the loser. Most cu- 
rious all recoveries reported 
from Butte, Montana, where 1929 
man exploring the mountains 
near there found eagle’s nest 
which were two cheques $10 each, 
sufficiently preserved afford iden- 
tification and restoration the own- 
who had lost them. 


who carry travelers cheques 
are not travelers; many their 
every day home affairs find them 
practically convenient cur- 
rency and much safer. 
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bank. symbolizes security and wealth. represents 

dealing with. all that its fifty tons 

finest steel, its accurate machining, its delicate timelock mean modern banking. Diebold Vaults are 
modern banking. Diebold service available any point the United States within twenty-four hours 
metropolitan areas, immediately. Inspection service for all installations. Vault Doors equipped 
with Timken tapered roller bearings. Complete twenty-four-hour protection against daylight hold-up, 
burglary, fire can now had, with the Diebold-Lake Erie Electrical 
SAFE AND LOCK OHIO 
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This Month’s Journal 


and 


Your Own Bank 


RANCIS SISSON, the first article, states that neither the 
debt moratorium nor the coordinated action bankers 

maintain existing credits Germany can more than al- 
leviate the immediate crisis. Even unlimited credits, con- 
vinced, would only postpone the day reckoning, unless more fun- 
damental correctives can applied. 

When President Hoover first announced his plan for one-year 
postponement reparations and war debt payments there was 
dramatic revival confidence throughout the world, although this, 
says Mr. Sisson, “was based, apparently, not any sober appraisal 
the probable consequences the move but vague impression 
that the moratorium would, somehow, mark the beginning interna- 
tional trade recovery.” This article traces Germany’s illness back 
its first symptoms—back its source during the war—and shows 
clearly that its causes are buried too deeply the war and post-war 
dissipation for any quick cure. The panic has been allayed for while, 
writes, “but its financial and political repercussions cannot ex- 
pected disappear immediately.” concludes that the future 
too closely interwoven with political uncertainties for any accurate 
forecast. “The weakness successive governments Germany,” 
declares Mr. Sisson, “has prevented past expectations from being 
fulfilled,” and the final decision rests with the German people. 


OBERT CROZIER LONG, writing from Berlin the moment 

that city was suffering complete financial paralysis, furnishes 
eye-witness background which effectively supplements the picture 
drawn Mr. Sisson. Mr. Long explains the sudden withdrawal 
short term credits which precipitated the final debacle. Only ex- 
treme distrust German stability, believes, could have caused 
the withdrawals because the money was earning high rate inter- 
est Germany and would earn less home. puts politics 
first place among the causes foreign uneasiness, particularly the 
latest attempts wreck the Bruening cabinet and the Bruening plan 
for balancing the budget. states conclusion that credit 
crisis has never ruined healthy country. Germany healthy.” 
Taken together, these articles offer impressive evidence that the 
world’s problem today preeminently banking problem. 


ILBERT STEPHENSON, “Public Benefactions and Trusts,” 

raises the important question: What part, any, should the 
trust companies the United States have the investment man- 
agement the huge sums given yearly for philanthropic purposes? 
The volume such gifts made public during the past nine years has 
averaged more than $2,000,000,000 annually and this sum does not 
include the benefactions concerning which information became 
public. Heretofore, declares Mr. Stephenson, the relationship 
trust companies these funds has been limited largely custody 
accounts and safe deposit, whereas demand exists for other types 
service, namely, agency and trusteeship. believes that 
banks and trust companies will let known that they are pre- 
pared serve colleges, hospitals, orphanages and other endowed 
institutions trustees agents, the companies would expand 
their business and increase their usefulness the community. 


REDERIC EDWARD LEE’S description “China’s Old-Style 
Native Banks” proves that even China bank’s first purpose 
adapt itself the needs its community and serve its 
clients. Banks the old style China have existed for more than 
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GOT HIS 


MONEY BACK 


crowd jostles the gate. 
wallet disappears. use 
cry out. The thief gone. 

happens day after day 
any large railway center. 
might your wallet mine. 

You will never see the wallet 
again but your money 
A.B.A. Cheques, you can get 
back. These cheques are in- 
surance against theft, destruc- 
tion loss any way. 

You can buy A.B.A. 
Cheques from your own bank. 
They accepted stores, 
ticket offices, hotels, banks, all 
over the world. 

The safe way carry money 
them home abroad. 


CHEQUES 


CERTIFIED 


OFFICIAL TRAVEL CHEQUE 
AMERICAN BANKERS ASSOCIATION 
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CONDENSED 
STATEMENT CONDITION 


JUNE 30, 1931 


Che 


Cleveland 
Company 


Assets 


United States Government, Mu- 
nicipal and Other Bonds and 


Loans, Discounts and Advances 211,414,924.65 
Banking Houses and Lots and 

Interest and Earnings Accrued 

Customers’ Liability Letters 

Credit and Acceptances Exe- 

cuted bythis Bank 5,150,396.01 

Liabilities 
Surplus and Undivided Profits 
Reserve for Taxes, Interest, etc. 1,172,406.51 
Dividend Payable July 1,1931 414,000.00 
Other Liabilities 707,581.24 
Letters Credit and Acceptances 


Member Federal Reserve System 


Member Cleveland Clearing House Association 
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2000 years without governmental regula- 
tion, inspection, interference assist- 
ance. They have come fit snugly 
into the business life the Chinese peo- 
ple that they are almost inseparable 
part the race, particularly the vast 
hinterland where treaty-port banking 
methods are unknown. They deal exten- 
sively exchange addition dis- 
charging the ordinary functions re- 
ceiving deposits and making loans. Most 
the native banks, says Professor Lee, 
are operated individuals part- 
nerships, and their standing the com- 
munity depends the reputations the 
families control. Very few Chinese 
banks, says, make long term loans for 
fixed capital purposes. 


tributes article 
describing the 
method has 
evolved for testing 
the quality 
ings. The principle 
ical checking system 
designed show 
glance any flaws 
securities 
held for investment. Only long experi- 
ment, course, can determine the prac- 
tical value system like this any 
particular bank, but, the author 
points out, has shown interesting 
degree accuracy already made. 
The plan requires the use one prin- 
cipal table and two supplementary ta- 
bles. The first provides general index 
quality for the entire list. Table 
furnishes index quality classes 
securities, such railroads, public 
utilities, Governments and indus- 
trials. The third table similar 
method breaks the list down into various 
maturities and provides quality index 
for each. 


ITCHELL IVES has assembled 

few outstanding instances bank 
executives who have displayed unusual 
resourcefulness, courage and skill the 
face danger which threatened 
wreck their institutions. During the 
past two years great deal attention 
has centered the number suspen- 
sions banks the United States 
while comparatively little has been said 
about the banks which have mastered 
extraordinary difficulties and survived. 
one case, for instance, sound bank 
was feeling the first devastating effects 
quiet run. The president had talk 
with one the city’s most prominent 
citizens and persuaded him let the 
board directors elect him vice-pres- 
ident the bank. The action was taken 
and restored confidence sufficiently 
save the bank. There are other similar 
instances, all them proving that 
important part the equipment 
good banker dependable knowledge 
human nature. All them, more- 
over, show that the best time deal 
with trouble just before starts. 
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ARRISON 

REEVES’ 
story American 
banking Paris 
tells how the cus- 
toms and methods 
domestic institu- 
tions were success- 
fully used abroad. 
The growth 
American banks 
the French capital, 
particularly since 
the war, 
rapid. One these institutions, writes 


French banking houses and most the 
others are dimensions that rank them 
among the country’s leading banks. The 
article describes the arrival Paris be- 
fore the war American bank clerk 
who had been assigned the rather diffi- 
cult and venturesome task opening 
branch for his firm. Educated the 
American notions complete and 
friendly service, introduced number 
innovations which struck the French 
banking world unnecessary, not 
say ludricrous, and severely jarred the 
French sense tradition. 


MAX WINKLER answers the 

question: What About Latin Amer- 
writes from the point view 
banks and bank customers and pre- 
sents some very striking facts and fig- 
ures revealing the huge stake United 
States investors the economic future 
republics south the Rio Grande. 
Events recently have taken rather 
gloomy turn, culminating Chile’s fail- 
ure meet the interest payments her 
foreign debts. Doctor 
that the swift growth trade between 
the United States and Latin America, 
coupled with the prospect continued 
development conditions are favorable, 
make essential that more considera- 
tion given the financial health 
that area. 


ORRIS ED- 

WARDS 
little prospect 
any major revision 
taxes Con- 
gress next winter. 
The capital gains 
tax appears have 
few friends but any 
attempt remove 
this levy 
arouse contro- 
versy might 
possibly throw open 
the entire question taxation, situa- 
tion which most Congressmen devoutly 
hope avoid. Mr. Edwards discusses 
the $903,000,000 deficit—its and 
its possible effects. less disposed 
blame the open-handed generosity 
Congress for putting the Government 
the red than the “astonishingly articu- 
late minority groups” which are con- 
stantly bludgeoning Congressmen with 
artificially stimulated floods letters, 
resolutions and telegrams, demanding 
appropriations for this purpose that. 


Mr. Reeves, today fifth size among 
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Strength and Size 


are RESULTS— 
not CAUSES 


THE strength bank may 
measured the size and propor- 
tions its published figures. 


greater significance, however, 
are the standing, character, and 
experience the men who direct 
its affairs and contribute 
service— 


ITS DIRECTORS, OFFICERS 
AND EMPLOYEES 


Here institution proven 
strength and tested efficiency 
indicated steady and consistent 
growth for over and 
quarter. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Profits, $46,000,000 


August, 1931 

> 


AMERICAN BANKERS ASSOCIATION JOURNAL 


“IT CAN'T DONE” 


Editorial Boston Newspaper 
Published Sixty-two Years Ago 


man about forty-six years age, giving the 
name Joshua Coppersmith, has been arrested 
New York for attempting extort funds from 
ignorant and superstitious people exhibiting 
device which says will convey the human voice 
any metallic wires that will 
heard the listener the other end. calls 
the instrument ‘telephone’ which obviously 
intended imitate the word ‘telegraph’ and win 
the confidence those who know the success 
the latter instrument without understanding 
the principles which based. Well-informed 
people know that impossible transmit the 
human voice over wires may done with 
dots and dashes and signals the Morse Code, 
and that, were possible so, the thing 
would practical value. The authorities 
who apprehended this criminal are congratu- 
lated, and hoped that his punishment 
will prompt and fitting, that may serve 
example other conscienceless schemers who 
enrich themselves the expense their fellow 


Address 


Please send copy “Unit 40% Saved.” 


INCE the writing this startling editorial, the “tele- 
phone” has developed point where world trade would 
sadly handicapped without it; the airplane has literally reduced great continents 
the size small states; the motion-picture camera has transformed the entire 
world into great stage; and utmost concern banking has come the greatest 
mechanical invention the field bank accounting the Remington Rand Bank 
Bookkeeping Machine. 


The Remington Rand Bank Bookkeeping acclaimed the most startling 
and only major improvement bank accounting since 1915 brings needed profits 
tothe commercial department. Used conjunction with the new Unit Plan Post- 
ing, combines four costly operations into one thereby reducing the expense 
keeping operating records least 25%. 


you are not concerned about you realize that accounting must 
keep one pace ahead modern business then investigate the Remington Rand 
Bank Bookkeeping Machine and the Unit Plan Posting. 


Leading banks throughout the country will gladly volunteer facts about their exper- 
ience with this new system bank bookkeeping. Why not write today for copy 
“Unit 40% saved”. You will find the coupon convenient. 


Bank Department, Remington Rand, Buffalo, New York. Offices all principal cities. 


Remington Rand 
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ENGLISH 


Two young ladies who recently ar- 
rived from England complete 
course Bryn Mawr came New 
York the invitation the New 


York Herald-Tribune shown 


the thousand favorite sights 


city two reporters. They were 
taken the high places and the 
mighty places; they were shown 
armored trucks, drug stores, ele- 
vated trains, pushcarts, towering 
skyscrapers, and the nineteen trees 
Washington Square. 

They were somewhat apprehen- 
sive New York, however. They 
had read about people being 
and they expected see gunmen 
crime some form. They 
weren’t disappointed. 

Here Herald-Tribune 

version the adventure one 
them: 
“Less than ten minutes out 
the Forty-second Street subway 
station, southbound local, 
something happened her purse. 
When she boarded the train she 
carried purse containing $90 
Travelers Cheques, $15 Ameri- 
can money, and tiny cosmetic 
When she got off the train 
Fourteenth Street all she carried 
was worn tabloid newspaper. 

has happened,’ she said, 

two representatives the 


Herald-Tribune and the two English 
girls sat the steps the station for 
moment, dismayed, meditating 
the evils Seventh Avenue. 

“She brightened when she was 
told she would taken the Amer- 
ican Express explain her loss. Miss 
Beaumont decided continue the 
observation campaign while Miss 
Hopkins was directed into the melo- 
dramatic whirlpeol down-town 
Manhattan search purse. 

experiences the offices 
the American Express Company, 
Broadway, will prove conclusively 
sociologists, economists, and any one 
else interested national differences, 
that American business not formal, 
immovable, and 
caded efficiency and speed. She ex- 
plained her misfortune. Two clerks 
listened her story. They were told 
that she was English factory girl 
taking advantage two months 
American college. 


was immediately taken the 
office Richer, Chief Inspector 
the American Express. Mr. Richer 
told her not worry. She had been 
flustered the elevators, which in- 
variably made her almost ill. Mr. 
Richer asked her about the factories 
Lancashire, and about her voyage 
over the “Scythia.” was very 
much like ticket agent small 
town asking college girl, home for 
vacation, she liked the college and 


she was glad home. Miss 
Hopkins was astounded. 

CHEQUES ALL REPLACED. ‘‘‘Well, 
now, young lady,’ said Mr. Richer, 
‘you don’t have any credentials, 
and you have lost the serial num- 
bers well the cheques, and 
you don’t know when they were 
issued where they were ob- 
tained, but going fix you 
with $90 worth new cheques. 
We’ll cable our London office, and 
fix there. We’ll stop payment 
your cheques New York 
anybody offers them. We’ll take 
your word for granted that they 
were American Express Travelers 
Cheques, and we’ll just shoot the 
works. We’ll trace down. May- 
the purse will found the 
subway, and then you can turn 
your old cheques. the cheques 
were issued some other agency 
take with them. wish 
you good luck, and hope they 
teach you lot Bryn Mawr.’ 

that’s American business!’ 
she said, climbing into taxi; ‘in 
Lunnon would have taken weeks 
what call negotiations. 
wasn’t frightened all.’ 
Steamship tickets, 
hotel reservations, 
itineraries, cruises 
and tours planned 
and booked any 
part theworld 


American Express 
Travel Service. 


TRAVELERS CHEQUES 
TRAVEL SERVICE 
HERE AND EVERYWHERE 


TRAVELERS 
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you know safe deposit lock whose 
key cannot seen touched anyone 
until your customer has rented his box? 


lock whose maintenance cost practically 
nothing? 

lock which protects not only your customer, 
but your bank, from every form thievery and 
error? 


lock which has been declared pick-proof 


Underwriters Laboratories? 


lock which offers more exclusive safety fea- 
tures than all other safe deposit locks combined? 


There but one such lock existence—the S&G 
Secret Key Changing Sealed Key Safe Deposit 
Lock. Its p/us values eliminate their source the 
possibilities loss your customer 
your bank. For your renter must 
choose his own key, sealed its im- 
pression-proof metal scabbard; 
and your custodian together must manufac- 
the lock chooses fit the key Time,Com- 


bination and Safe 
has selected (see illustrations), and Locks have 


been pioneers pro- 


thereafter only your renter and your since 1865. 


Sargent Greenleaf Inc. 
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hat other has these 
PLUS 


custodian can enter the box. And the state- 
ment your renter signs, that first touch 
see his key, court evidence against fraud! 


This S&G Lock can reset infinite num- 
ber key-and-lock changes. manufactured 
the same pioneering organization which made 
the first time lock ever installed bank 
vault door. used such banks Bank 
America, New York; Union Trust, Detroit; North- 
western National, Minneapolis. The coupon will 
bring you sample this lock, and complete 
explanation its p/us values and how they can 
increase your safe deposit box business. 


SARGENT GREENLEAF INC. 
ROCHESTER, 
(Check square for information desired) 
send sample the new patented S&G Sealed Key. 
send sample the S&G Secret Key Changing Sealed 
Key Safe Deposit Lock, with sample keys and instructions. 


Name Bank 
Address 


City and State 


Check here you wish copy Quick Trip Through Lock 
Factory. 
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The War Debt Moratorium and 
the German Crisis 


FRANCIS SISSON 
Vice President, Guaranty Trust Company, New York 


State and Municipal Borrowings Used for Social Ventures 
Which Have Not Been Productive and There Was Fear 
Another Currency Inflation. Suspension Payments Equivalent 


Loan $425,000,000. 


ELDOM has the world economic 
outlook passed through series 
such rapid and sweeping 
changes has during the 

few weeks since President Hoover 
made his proposal for one-year post- 
ponement intergovernmental debt 
payments, including reparations. The 
project, announced measure for 
expediting trade recovery, met with 
immediate and enthusiastic re- 
sponse financial markets through- 
out the world. Prices the New 
York Stock Exchange rallied strongly 
the heaviest trading several 
months, and similar movements were 
reported from the financial centers 
Europe. The condition the Berlin 
Boerse was described 
stampede. Optimism this country 
was reflected also commodity mar- 
kets. day’s advance 
prices four major farm products 
was estimated have added $300,- 
000,000 the aggregate value 
those crops. Export sales copper 
New York reached the highest 
daily total reported far this year. 
The rally was based, apparently, not 
any sober appraisal the probable 
consequences the move, but 
vague impression that the moratorium 
would, somehow, mark the beginning 
international trade recovery. 


The immediate purpose the pro- 
posed debt suspension was made only 
too clear the critical events that 
followed Germany. soon became 
apparent that France was not pre- 
pared accept the proposal its en- 
tirety; and some doubt arose 
whether any agreement would 
reached all, or, there should 
agreement, whether would afford 
sufficient relief exert apprecia- 
ble effect the world economic out- 
look. The large-scale withdrawal 
short-term credits from Germany was 
resumed; German bank depositors 
hastened convert their balances 


-into foreign currencies; the gold and 


foreign exchange holdings the 
Reichsbank were further depleted; 
one the large Berlin banks failed, 
and all the banks were ordered closed 
the Government for two days; and 
the President the Reichsbank hur- 
ried from one European capital 
another, seeking loan tide over 
the crisis. 


Moratorium Alone Not 
Adequate 

the time the French and Amer- 

ican conferees had announced 


their accord the general principle 
the moratorium, the situation 


Permanent Sacrifice Interest. 


Germany had become quieter. But, 
the meantime, more careful examina- 
tion the underlying conditions, 
combined with the critical develop- 
ments Germany, had brought the 
world realization that the plan, 
while was indispensable part 
any adequate program relief, was 
not alone sufficient remedy the 
situation. 

Hope then centered the seven- 
power conference Londen, which 
convened almost immediately after 
the cessation the Franco-American 
negotiations. The termination that 
conference July marked the end, 
for the time being least, the 
effort for organized international aid 
Germany the present crisis. The 
conference agreed that the govern- 
ments represented should recommend 
the financial institutions their 
respective countries that the central 
bank credit $100,000,000 recently 
granted the Reichsbank under the 
auspices the Bank for International 
Settlements renewed maturity 
for period three months, that 
concerted measures should taken 
the financial institutions the 
several countries with view 
maintaining the volume credits 
they already have extended Ger- 
many, and that the Bank for Interna- 
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tional Settlements should invited 
set without delay committee 
representatives nominated the gov- 
ernors the central banks interested 
inquire into the immediate further 
credit needs Germany and study 
the possibilities converting por- 
tion the short-term credits into 
long-term loans. The conference also 
decided that the committee experts 
assembled arrange the details 
the one-year suspension intergov- 
ernmental debt payments should pro- 
ceed with the elaboration the de- 
tailed measures required give effect 
the proposal. 

The agreement reached the Lon- 
don conference far from represent- 
ing final solution Germany’s 
financial problems. Nevertheless, 
conjunction with the plan for the 
postponement intergovernmental 
debt payments, including reparations, 
arrests the immediate causes the 
crisis and provides opportunity for 
the more careful examination un- 
derlying conditions. 


Old Repudiation 
Contributing Cause 


conditions Germany that 

led the present crisis are 
traceable combination factors, 
some which were inherent the 
situation and some which might 
have been avoided. The course af- 
fairs recent years can summed 
the statement that the position 
which Germany found herself after 
the war was extremely difficult and re- 
quired drastic measures, not all 
which were taken. The war resulted, 
course, heavy economic losses 
Germany, well other countries. 
Productive activity was diverted from 
its normal channels and made sub- 
servient war-time requirements. 
Man-power was heavily reduced. The 
loss the war cost Germany her 
colonies and large areas her Conti- 
nental territory, besides shattering 
the morale the people. 

Added these difficulties were the 
reparations obligations and the po- 
litical uncertainties that always attend 
the establishment new régime. 
The result was that the republican 
Government was totally 
balance its budget and resorted 
currency inflation. The rapid de- 
preciation the old mark and its 
eventual disappearance are familiar 
story. What not generally realized, 
apparently, the extent which the 
inflation and repudiation the old 
currency have contributed the more 
recent difficulties the Reich. In- 
flation radically altered the internal 
social structure the country. 
practically wiped out the formerly 
prosperous middle class. Only those 


whose property was the form 
real estate other durable assets, 
and who were able supply their 
current needs without disposing 
that property, could avoid the general 
disaster. The terrific losses suffered 
large sections the population 
created feeling instability that 
hampered business enterprise and has 
undoubtedly played important part 
the present crisis. 

Recent budgetary difficulties have 
been due part the system 


which revenues Germany are 


collected and distributed. Under the 
republican constitution, state and local 
governments derive substantial part 
their revenues from taxes collected 
the Reich and apportioned among 
the local governments fixed basis, 
without regard the budget require- 
ments any locality any given 
time. The result has been that, while 
the Federal Government has been hard 
pressed meet its obligations, the 
revenues local governments have 
often exceeded their estimates and 
have encouraged extravagance. 
considerable part these excess reve- 
nues has been spent for social pur- 
poses, such public works, employ- 
ment insurance, and the like, which 
have not only been unproductive 
the narrow economic sense, but have 
imposed permanent financial burdens 
the local governments. 


Borrowings Not Productive 


IMILAR uses have been made 

large amount the money that 
Germany has borrowed abroad during 
the last decade. Instead employing 
the funds for productive purposes, the 
states and municipalities have used 
them social ventures and enter- 
prises, such schools, parks, and 


public works, which, however 


able they may from the social point 
view, are not direct wealth pro- 
ducers. Far from bringing reve- 
nues the public treasuries help 
repay the sums borrowed, they have 
resulted new tax burdens. this 
way, Germany, instead following 
the policy strict retrenchment and 
economy that was necessary meet 
the costs the war and the post-war 
readjustment, has borrowed money 
create artificially high standard 
living. 

useless attempt place the 
entire responsibility for this situation 
the German political system 
the Federal and local governments. 
most cases, these governments held 
their power. slender margins and 


could not have remained office 


they had endeavored follow any 
other course. The multiplicity po- 
litical parties and the strength 
groups representing extreme opinions 


have made impossible for public 
officials adopt the unpopular meas- 
ures that were urgently called for. 

The situation has been further 
aggravated the tendency public 
officials and financial leaders ex- 
aggerate the difficulties Germany’s 
position. This course has been fol- 
lowed, apparently, effort in- 
duce creditor countries lighten the 
burden reparations. this direc- 
tion, seems have met with some 
success. But has also had the un- 
fortunate effect weakening con- 
fidence the stability Germany, 
both inside and outside the country. 

was only the fiscal year 1924- 
25, the first after the stabilization 
the currency, that the Government 
the Reich succeeded balancing its 
budget. Since then, there has been 
unbroken series deficits. During 
the four years 1925-26 1928-29, 
inclusive, the total deficit amounted 
2,555,000,000 marks, which exhausted 
the surplus remaining from the year 
1924-25 and the special working fund 
established the Treasury outside 
the budget that year from profit 
coinage, and left net deficit 859,- 
000,000 marks over and above the 
long-term loans floated during the 
period. Although final figures for the 
last two fiscal years are not yet avail- 
able, clear that the deficit has 
increased substantially. Preliminary 
figures for the fiscal year ended March 
31, 1931, indicate total deficit the 
ordinary and extraordinary budgets 
about 1,500,000,000 marks. 


Feared Currency Inflation 


fear that this increasing de- 

ficiency public revenues might 
force the government resort again 
currency inflation was one the 
influences behind the recent 
the German banks. The situation was 
aggravated, however, the peculiar 
financial condition that had arisen 
the German financial markets 
result the stock market inflation 
the United States and the world-wide 
business depression that followed it. 
Germany was more dependent 
uninterrupted supply American 
capital than any other European 
and when that supply was cut 
off 1929 the excessive demand 
for funds the New York stock mar- 
ket, the result was severe stringency 
German credit. The net movement 
foreign capital into Germany 
1930 estimated only 800,000,000 
marks, against 2,800,000,000 marks 
1929 and 3,400,000,000 marks 
1928. 

disproportionately large share 
the foreign capital invested 
many the form short-term 
credits subject ordinarily with- 
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mated that the end 1930 the total 
amount foreign capital invested 
Germany was 26,000,000,000 27,- 
000,000,000 marks, which perhaps 
10,000,000,000 marks was the form 
short-term credits. has been 
difficult convert any substantial 
proportion these credits into long- 
term loans because the desire 


foreign bankers keep their 


liquid condition and the result 
was differential interest rates 
favor short-term, opposed 
long-term, credits. 

was the withdrawal these 
short-term funds that precipitated the 
German crisis. The exact amount that 
has been withdrawn is, course, 
matter guesswork. was esti- 
mated, however, that least 1,000,- 
000,000 marks took flight after the 
elections September, 1930, which 
the Fascist party scored large gains 
the and another 1,000,- 
000,000 marks believed have been 
withdrawn this spring, result 
the panicky conditions following the 
reports that the Austrian Kreditan- 
stalt was difficulties. After 
had become apparent that President 
Hoover’s proposed moratorium would 
not immediately accepted, another 
period heavy withdrawals set in, 
carrying the reserve the Reichsbank 
below the iegal minimum. 


Equivalent Loan 
$425,000,000 


initial result the suspen- 
sion reparations payments will 

mately $425,000,000 Germany 
the governments the creditor na- 
tions. This the amount the 
reparations payments that would have 
had made under the terms 
the Young plan. The delayed pay- 
ments will distributed over term 
ten years. The 
payments France, amounting 
about $100,000,000, will paid the 
Bank for International Settlements 
but will immediately re-loaned 
Germany. This arrangement was 
adopted the suggestion France, 
order that the machinery set 
the Young plan might remain intact. 
The network international pay- 
ments suspended under the mora- 
torium plan complex that the 
exact amounts saved and sacrificed 
each country are difficult determine. 
that the United 
States sacrifices about $257,000,000 
due from other countries during the 
next twelve months. France gives 
$200,000,000 German reparations 
payments and about $86,000,000 
payments from other countries but 


saves $61,000,000 that would other- 
wise due Great Britain and 
$50,000,000 the United States, 
leaving net sacrifice about $175,- 
000,000. Great Britain gives 
total amount $241,000,000, includ- 
ing $124,000,000 from Germany, $61,- 
000,000 from France, and $32,000,000 
from dominions and colonies, but 
saves $161,000,000 that would normally 
have paid the United States, 
that her net sacrifice amounts 
$80,000,000. Germany, course, 
the principal beneficiary, with 
sacrifice and about $427,000,000 
savings. Altogether, the combined 
sacrifices the United States, France, 
and Great Britain, amounting 
$512,000,000, may regarded ac- 
cruing the benefit Germany 
the extent $427,000,000 and other 
countries the amount $85,000,- 
000. Among these other countries, 
however, there are some that show 
net saving and some that make net 
sacrifice. 


Permanent Sacrifices Are 
Interest 


should borne mind that the 

payments question are not can- 
celed, but merely postponed. The 
permanent sacrifices and savings 
the various countries, therefore, are 
represented not the above amounts, 
but the interest these amounts 
for the time their payment delayed. 

Besides initiating the moratorium 
plan, the United States Government 
devised the plan whereby the nations 
that took part the London confer- 
ence will use their influence with 
bankers prevent the withdrawal 
the short-term capital now invested 
Germany. This suggestion founded 
the belief that the bases these 
credits are sound, that there 
fundamental justification for their 
precipitate withdrawal, and that co- 
action prevent such de- 
velopment will relieve the immediate 
situation Germany and ultimately 
remove the necessity for restrictive 
measures any kind. 

Before this proposal was made, 
bankers had already adopted measures 
designed check the withdrawal 
German credits. The effect the 
measure adopted London will 
“freeze” estimated amount 
$600,000,000 more short-term 
credits due American banks, cor- 
porations, and individuals for in- 
definite period. The burden will thus 
passed from the various govern- 
ments and central banks private 
institutions and individuals who are 
under compulsion act except 
their own separate interests they 
may view them. 
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Recent events have emphasized the 
fact that neither the moratorium nor 
the action bankers 
maintain existing credits can more 
than alleviate the immediate crisis. 
Even the additional credit $300,- 
000,000 which the German Govern- 
ment insisted was necessary, but 
which now seems have been given 
up, could have provided only tempo- 
rary relief. Credit extension, even 
were possible unlimited scale, 
would only postpone the day 
reckoning; and, unless fundamental 
correctives were applied the mean- 
time, the postponement would make 
the reckoning more disastrous when 
came. 

The most encouraging feature 
the present situation, therefore, the 
apparent realization the part 
Germany that, the last analysis, 
not within the power any other 
country countries extricate her 
from her difficulties. relief 
measures just adopted will help tide 
her over the immediate crisis. But 
country can continue indefinitely 
operate loss and cover the deficit 
with borrowed money. Furthermore, 
Germany cannot blame her foreign 
creditors alone for her credit strin- 
gency. The flight capital has come 
from within, well from without. 

The situation has reached stage 
where the final outcome very diffi- 
cult predict. The panic Germany 
appears, for the time being least, 
have been allayed. But its financial 
and political repercussions cannot 
expected disappear immediately. 
What steps, any, may taken 
modify the reparations obligations are 
also uncertain. goes without say- 
ing that the Allies will very re- 
luctant modify their reparations 
demands unless they obtain relief 
from their present indebtedness the 
United States; and the American 
Government has not yet given any in- 
dication change its position 
with respect the war debts. 


Fundamental Conditions Not 
Yet Corrected 


far the purely economic as- 

pects the situation are con- 
cerned, would seem reasonable 
expect that conditions should improve 
gradually and that, while world con- 
fidence has received severe shock, 
the effects will diminish little 
little. But the question closely 
interwoven with political uncertain- 
ties. There yet assurance 
that the fundamental conditions un- 
derlying the present distress have 
been will corrected. Many 


economists, basing their conclusions 
(Continued page 106) 
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Public Benefactions and Trusts 


GILBERT STEPHENSON 


Vice President, Equitable Trust Company, Wilmington, Delaware 


Two Billion Dollars Year Has Been Average Total Gifts 
for Last Nine Years. 1930 there Were Over Million. 
What Part Should Trust Companies Have Management 


These Funds? 


annual volume gifts 

philanthropy the United 

States stupendous. During 

the past nine years, the gifts 
made public—not including those that 
were not noted the press—have 
averaged over $2,000,000,000 year. 
During 1930 forty-one individuals and 
organizations each gave $1,000,000 
more, making total over $142,000,- 
000 million-dollar gifts. During 
the first six months 1931, despite 
the business depression, published 
gifts philanthropy five cities 
alone—namely, New York, Chicago, 
Philadelphia, Washington and Balti- 
more—reached the total over $188,- 
000,000. 

study the objects among which 
these munificent gifts philanthropy 
were distributed should particular- 
bankers and trust men. The $2,450,- 
720,000 gifts during 1929 were dis- 
tributed follows: 


Religion $996,300,000 
Education 467,500,000 
Personal Charity 279,760,000 
Organized Charity 278,710,000 
Health 221,510,000 
Foreign Relief 132,000,000 
Fine Arts 40,000,000 
Play and Recreation 20,900,000 
Miscellaneous Reform Or- 

ganizations 14,040,000 


Very much the same proportions are 
found the million-dollar gifts, 
except that the latter, perhaps, edu- 
has lead over religion. 

During 1931 and subsequent years 
the public benefactions this country 
alone, may reasonably expected, 
will around $2,000,000,000 year. 
billions even, private 
wealth being devoted philanthropy. 


Place Trust Institutions 


PERTINENT question for the 

4000-odd trust institutions the 
United States ask themselves 
this: What part, any, should 
have the investment management 
these huge philanthropies? one 
way another they already have some 
hand the handling most these 


funds; but mostly limited safe- 
keeping through safe deposit and cus- 
tody accounts. The question that 
raise now whether these trust insti- 
tutions should further and take 
hand the actual investment manage- 
ment these funds. 

two distinct types service—one 
agency and the other trust. the 
case direct gifts existing insti- 
tutions, the title the property 
the corporation association, and the 
ultimate responsibility for its manage- 
ment rests the board trustees 
the governing body whatever 
name called. The service trust in- 
stitutions such institutions and 
associations with respect direct 
gifts must one agency and not 
trusteeship. 


Not Chosen for Efficiency 


well known and not stated 

the least that, rule, the members 
boards public institutions are 
chosen, not for their business experi- 
ence judgment aptitude man- 
aging investments, but, rather, for 
their interest the purposes served 
those institutions. This is, 
course, should be. The trustees 
college should men and/or 
women interested education; the 
trustees hospital, those interested 
relief human suffering and dis- 
ease; the trustees religious insti- 
tution, those interested the promo- 
tion religion. 

But proficiency formulating the 
general policies institution de- 
voted any one these purposes 
quite different thing from profici- 
ency handling the endowment 
other invested funds that institu- 
tion. Analyzing, reviewing, making, 
and changing investments constitute 
field activity that foreign the 
interest and experience many men 
and women the boards our col- 
leges, hospitals, and other public in- 
stitutions. 

When the official board pub- 
lic institution arrives the point 


Institutions Often Need Investment Help. 


considering its investments, 
then time for consider making 
use the services trust insti- 
tution. Without delegating any 
their authority trustees, which they 
could not even they desired, 
the members board may, never- 
theless, appoint trust institution 
agent analyze and review the stocks 
and bonds and mortgages the en- 
dowment other invested funds and 
recommend from time time sales, 
purchases, conversions, and other 
changes that the proper handling 
the account would require. The trust 
institution, its capacity agent, 
would give the college hospital 
other public institution the same 
quality investment service 
would give its private trusts. That 
say, would have the invest- 
ments analyzed periodically its sta- 
tistical research department; 
would have them reviewed its trust 
committee; would have the recom- 
mendations its trust committee 
passed upon the appropriate com- 
mittee its board directors. Fi- 
nally, would make the board 
the public institution its 
tions, arrived at, holding 
changing the investments. the 
trust institution local bank 
trust company, should able also 
make intelligent recommendations 
about the retention sale mort- 
gages local properties. 


Their Value Public 
Institutions 


appointment trust institu- 

tions agencies public institu- 
tions assist the latter the man- 
agement their endowments and in- 
vested funds would serve such public 
institutions three ways. should 
mean, rule, better management 
the investments these institu- 
tions, because would add the invest- 
ment advice and recommendations 
the trust institution. Second, would 
induce highly desirable men come 
onto the boards these institutions 
who would glad help direct 
the general policies the institution 
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but who are now unwilling 
the boards because they are disin- 
clined take hand investment 
problems. Third, would in- 
ducement public-spirited citizens 
make gifts such institutions. No- 
body will ever know how many 
millions dollars gifts colleges 
and hospitals and orphanages and 
other public institutions have failed 
receive because the men and women 
disposed make gifts were not suf- 
ficiently assured that the proposed gifts 
would prudently managed. the 
same token, such institutions would 
put themselves into favorable light 
with the public letting know that 
their endowment funds were not only 
being safeguarded but were also be- 
ing analyzed and reviewed and kept 
under the constant supervision 
trust institution outstanding repu- 
tation. 

come now some suggestions 
ways which trust institutions 
may render trust—not 
vices with respect public benefac- 
create private foundation, like the 
Bamberger Fund establish In- 
stitute for Advanced Study New- 


‘ark, J.; the American Foundation, 


Inc., Philadelphia, established Ed- 
ward Bok; the Charitable Foundation 
Pittsburgh, established Maurice 
Falk; the Guggenheim Foundation es- 
tablished Daniel Guggenheim; 
the Macy Foundation, established 
Mrs. Walter Ladd—to mention only 
those referred among dast year’s 
benefactions—he may make use 
trust institution either trustee 
the funds agent for the corpora- 
association that has title 
the funds. But not many, relatively, 
those who would make public gifts 
are able establish foundations 
funds bear their own names the 
names those whose honor 
memory they are established. 


Community Trusts 


meet the needs the great ma- 

jority numerically, benefactors, 
public foundations, commonly called 
community trusts, have been estab- 
lished seventy American communi- 
ties. these community trusts gifts 
any amount may made will 
deed delivery. desire ex- 
pressed the use which the gift 
should put, the desire will re- 
spected and long as. prac- 
ticable so. the designated use 
object cannot served, the de- 
signated fund thereupon becomes 
part the general funds the trust 
and the income used the 
manner that seems best the distri- 
bution committee. Thus com- 
munity trust there way for 


gift fail because the specified object 
suggested the donor, the fund will 
invested and the income used for 
charitable purposes selected from time 
time the committee. 

That the public foundation com- 
munity trust already fulfilling 
actual need shown the facts that, 
though the first community trust was 
created 1914, there are already six 
community trusts the United States 
each with resources hand over 
$1,000,000. Last year forty-one such 
trusts were administering funds 
over $32,000,000. Twenty-nine com- 
munity trusts distributed during 1930 
incomes nearly $1,000,000. 


Handbook Community 
Trusts 


this connection, may call the 

special attention the bankers and 
trust men the country Commun- 
ity Trust Bulletin No. that soon 
issued the Trust Company 
Division the American Bankers As- 
sociation? This bulletin designed 
practical, informative, working 
handbook what the community 
trust and how may organized 
and developed. will present the 
arguments, pro and con, number 
mooted questions with regard 
community trusts that 
raised since the first one was estab- 
lished seventeen years ago. This bul- 
letin, hoped, will find its way into 
the hands not only the bankers and 
trust men but their directors and 
leading customers and depositors 
well. Knowledge and interest 
the community trust should longer 
confined largely trust men, 
but should become general throughout 
the community among men and women 
who are who may interested 
public benefactions. 

The trust institution has essen- 
tial place the set-up community 
trust. the community trust takes 
the form incorporated founda- 
tion, the place the trust institution 
that agent for the foundation— 
agent safe-keep its securities and 
analyze, review, and make recommen- 
dations about its investments. 
however, usually the case, the 
community trust trust established 
declaration trust, the function 
the trust institutions that 
trustee hold, review and, further- 
more, its own responsibility, 
make and change investments and, 
general, have the complete, unfet- 
tered investment management the 
trust estate. 

either case, whether agent 
trustee, contemplated that in- 
vestment management the founda- 


tion will the hands bank 
trust company and that the full re- 
sponsibility for the distribution the 
fund, both selecting the objects 
and causes and allocating the amounts, 
will committed impartial dis- 
tribution committee selected such 
way represent true cross- 
section the charitable interests 
the community. 

the early years the develop- 
ment the community trust, was 
the usual course for enterprising 
bank trust company, independent 
the other trust institutions the 
same locality, make declaration 
trust creating the foundation. This 
offered the advantage having 
single bank trust company whose 
business was—whose reputation was 
stake—to make the foundation 
success. 

But was soon discovered that this 
plan had the serious disadvantage 
creating the community the impres- 
sion that the foundation was, 
sense, the private agency that par- 
ticular bank trust company. Natu- 
rally, the bankers and trust men 
other institutions were not disposed 
actively promote agency created 
rival institution. Customers 
other institutions were not disposed 
leave their private estates the 
hands their own bank trust com- 
pany and commit their public bene- 
factions another. was found 
that communities that had more 
than one active trust institution, 
was preferable make the foundation 
joint enterprise, have multiple 
trusteeship, have each the two 
more banks trust companies 
make identical declarations trust, 
have each institution administer the 
funds that come the foundation 
through estates that administer- 
ing, and have one distribution com- 
mittee assemble the income from 
the several trustees and distribute 
single fund. trustee- 
ship has proved itself the pref- 
erable method far. communi- 
ties that still have foundations with 
single trusteeship, might advis- 
able even now convert into mul- 
tiple trusteeship. 


Institutional Trust Service 


their personal trust de- 

partments the banks and trust 
companies the United States have 
long been serving individuals; through 
their corporate trust departments, 
they have been serving corporations. 
But only lately have they given much 
attention ways and means serv- 
ing endowed public institutions. Now, 
suggesting third field which, 
for want better name, would 

(Continued page 111) 
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“Frequently the office important bank may found the rear some mercantile establishment” 


China’s Old-Style Native Banks 


Capital Not Given. 


FREDERIC EDWARD LEE 


Professor Economics, University Illinois 


Buildings Unpretentious. 


Office Often 


Carefully Hidden the Rear Mercantile Establishment. 


Send Customers for Deposits. 


Interest Rates Prevail for 


Banker’s Whole Family Liable Anything Goes Wrong. 


ITH the proposal May 

Council the National 

Government China that 
new law enacted regulate the 
old-style native banks that country, 
the importance these old banking 
institutions: again brought into 
prominence. When remembered 
that the banker’s trade probably had 
its origin China about 1,000 years 
before similar business was developed 
the Western world, the unique posi- 
tion these native banks becomes 
more impressive. 

present there are two types 
native banks existence China. 
One the modern, foreign-style Chi- 
nese bank, molded the plan the 
modern commercial joint stock bank 
America England, the foreign 
bank China which dates back 
1904. There are probably 150 these 
modern, foreign-style native banks 
and they form the Chinese Bankers’ 
Association. 


Like State Associations 


other the old-style native 

bank, following the ancient native 
banking system. difficult even 
estimate the number such banks 
throughout the whole China, for 
such banks are merely en- 
larged “cash-shops” whose principal 
function that exchanging money. 
each city important community 


China there Native Bankers’ 
Guild. This guild the one impor- 
tant bond which holds the native banks 
together and makes possible their con- 
tinued operations along the lines which 
have characterized their activities over 
whose activities are explained more 
detail hereafter, correspond part 
the local, regional, and state bankers’ 
associations the Western world, and 
perform for the old-style native banks 
‘some the services which the Chinese 
Bankers’ Association gives the 
modern banks. 

Banks the old type China op- 


== 


“The Final Test That the Teeth” 


SS 


erate without charter without reg- 
istration either local national 
government authorities, usually the 
form private firm partnership 
with unlimited liability. They simply 
grew for the most part, sometimes 
under the auspices guidance the 
old Shansi bankers China—prob- 
ably the oldest bankers the world 
who dominated Chinese banking and 
financial circles for some 2,500 years 
—but without government interfer- 
ence, regulation, inspection, assist- 
ance. 


All the Family Responsible 


individual partnership con- 
cern, all the members the 
family (family the generic sense 
clan) the proprietor partners 
such bank are jointly and severally 
responsible the limit the bank’s 
liabilities. Such bank usually in- 
dependent all other banks except for 
the bond the local bankers’ guild. 
Its reputation and place the com- 
munity depend primarily upon the 
sition and importance its proprietor 
proprietors, and secondarily upon 
the reputation its manager. 

The ordinary native bank may have 
from thirty forty employees, many 
whom are apprentices who work 
without pay for three years more 
while learning the business. The usual 
hours are from 8.30 8.30 m., 
with holidays other than certain 
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legal holidays and festival days. 
large number the employees are 
sort go-between and 
bill collector employed all Chinese 
establishments for the handling 
money—who circulate among the cus- 
tomers the bank during the day, 
scrutinizing closely the 
standing and operations the native 
firms, and offering the assistance 

the bank its customers. 


When Loan Wanted 


HEN loan advance 

desired the merchant 
business man does not the 
bank discuss the matter with 
its manager proprietor. 
confers with the shroff 
and arranges the terms 
and conditions the loan, 
and the latter reports 
back the bank confer 
with the banker and com- 
plete the arrangements. 
The shroffs report the 
prospective clients the 
bank their standing 
and volume business, 
and also attempt ac- 
quire new customers for 
the bank. the after- 
noons and evenings, when 
not otherwise engaged, 
these shroffs spend their 
time testing the silver 
coins which have been re- 
ceived the bank, sepa- 
rating them into spurious, 
debased, and 
“standard” pieces. The 
pieces are first all tested touch 
and sound, and such tests are not 
conclusive, the final test that the 
teeth which method the spurious 
coins are unerringly detected. 

Large capitalization not neces- 
sary for the native bank the old 
type. The prime qualification for en- 
tering the banking business China 
evidence good financial standing 
among one’s neighbors, combined with 
sufficient capital insure reasonable 
success. capital $50,000 silver 
(about $25,000 gold under normal ex- 
change, but about $12,000 $15,000 
present, due the low price 
silver) would considered very sub- 
stantial, and, fact, the usual 
upper limit for such banks. 


Capital Secret; 
Offices Hidden 


amount the capital for such 
institutions not usually made 
known locally, due the 
lence looting forced levies 
common saying China that most 


soldiers are either soldiers bandits 
one day the next, depending upon 
whether their general has been vic- 
torious not. The villages and towns 
fear most the defeated, retreating 
troops, many them having deserted 
their regiment bands when the 


The Soldiers 
Are Per- 
mitted 
Loot and 
burn” 


fighting became too heavy. Also, 
they have not been paid for several 
months, and the local generals are 
unable enforce their demands for 
forced loans levies the bankers’ 
guilds, chambers commerce, and 
merchants, the soldiers are then per- 
mitted loot and burn their offi- 
cers, until the city destroyed 
their demands satisfied. During the 
period which the writer 
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vestigating currency and banking con- 
ditions over some fourteen provinces 
China, three such looted cities 
were visited one summer—Kianfu, 
Kiangsi Province, the scene sev- 
eral recent 
Wuchang, one the famous Wu-Han 
cities, Hunan Province, opposite 
Hankow across the Yangtze; and Ic- 
hang, river port Hupeh Province, 
1,000 miles the Yangtze from 
Shanghai. 

Hence, evidences much capital 
wealth are usually obscured much 
possible. 

For the the 
buildings housing the old-style 
native banks are not pretentious. 
Frequently the office im- 
portant native bank may 
found the rear some mer- 
cantile establishment where 
the banker also the prin- 
cipal dealer sugar oil 
some native product. 
The writer has frequently 
rooms the rear the 
interior such estab- 
lishment, almost hidden 
bags half-rotten crude 
sugar, swarming with flies 
and bees, bales 
licorice root other Chi- 
nese products. This was 
the banking headquarters 
where the banker enter- 
tained his privileged cus- 
tomers well-authenti- 
cated strangers. The guest 
throne where 
“sweets” are served while 
the conversation goes on. 
Frequently also the leading 
native banker the chair- 
man the local chamber 
commerce. 


Plain Quarters 


Julean Arnold points out 

however, his Com- 
mercial Handbook China, 
“the old type native bank did not 
seek palatial quarters, 
dom might attracted what could 
interpreted evidence prosper- 
ity, and tax exactions one form 
another would sure follow. Some 
protection from this menace could 
expected bankers’ guild, but 
banker would have himself blame 
stepped out and unnecessarily 
gave evidence wealth.” 

The old-style native banks have 
two main functions, and indirectly, 
through the bankers’ guilds control 
third. The two chief functions are 
(Continued page 106) 
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Flaw-Tester for Bond Lists 


GUSTAV OSTERHUS 


Mechanical Method Designed Disclose True Quality Bank’s 


Investment Account. 


Method Computing Final Index 


Simple and Aims Reduce Element Guesswork Mini- 
mum. Has Variety Uses Guiding Judgment Executives. 


rapid development within 
recent years the investment 
securities business and the at- 
tendant heavy accumulations 
securities have considerably 
changed American banking practice 
and have given rise new problems 
management and_ supervision. 
Adam Smith’s old dictum that bank 
should lend merchants only such 
sums they would otherwise keep 
idle between seasons when furnish- 
ing all their own capital, 
longer followed. large number 
of: banks, long term investments now 
constitute the major part the 
earning assets and short term loans 
are such cases secondary im- 
portance with respect volume. 


New Problem 


replacement loans in- 

vestment securities the asset 
structures our banks has, during 
the last ten twelve months, force- 
fully brought before those charge 
the management and supervision 
important questions concerning in- 
vestment policies and control. Where- 
most bank directors are familiar 
with the financial conditions local 
borrowers and regard the loan ac- 
counts their-banks properly the 
objects constant, vigilant and 
painstaking attention, they lay 
claim thorough knowledge the 
intrinsic worth the investment se- 
curities. They must, therefore, rely 
the judgment the investment 
officers. Discussions relative the 
investment qualities bank lists 
tend reduce themselves differ- 
ences opinion without any definite 
conclusions being reached qual- 
ity trend. Asa result this lack 
definite and clear knowledge with 
respect the investment accounts, 
there often effective review and 
check and, therefore, intelligent 
control the acts the investment 
officers. 

order meet this situation 
has been found possible devise 
method whereby the investment qual- 
ity any securities account may 
clearly shown. This method involves 


analysis the issues and sum- 
mary the findings. The summary 
consists index number, ranging 
from 100 for good quality list 
down below for poor qual- 
ity lists. One principal and two sup- 
plementary tables have been de- 
signed. Their use will enable the 
directors the banks well the 
supervising authorities easily and in- 
telligently review and check the 
actions those entrusted with the 
handling the investment securi- 
ties accounts and exercise the nec- 
brought light about investment 
securities account through the use 
these tables thorough-going and 
what most important, readily un- 
derstood. The index number tells 
glance whether investment securi- 
ties account good unsound 
condition and when used set inter- 
vals time, whether being weak- 
ened strengthened with respect 
quality. 


Index Number’s Ingredients 


HIS new method analysis has 
been used for over 600 accounts 
and has proved valuable bank ex- 
aminations. The work involved 
the use small and the procedure 
simple that any junior clerk can 
most without difficulty. The 
summary index number the prod- 
uct three factors: first, the invest- 
ment worth each issue included 
the account indicated the ratings 
Ia, Ib, corresponding Fitch-and 
Moody’s Aaa, Aa, etc., and Stand- 
ard’s Al-++, Al, etc.; second, the dis- 
tribution the issues included with 
reference the ratings, and; third, 
system desirability weights. 
Inasmuch the desirability weights 
remain constant, change the in- 
dex number can occur only when there 
change the investment quality 
the account examined. Changes 
the index number, therefore, will tell 
glance whether the investment 
policy followed the management 
bank tends strengthen weaken 
the investment securities account. 


‘pointed off two places. 


ment securities account analyzed ac- 
cording this method. The issues in- 
volved are from five different accounts 
insure anonymity. attempt was 
made make representative any 
the 600 accounts analyzed. The 
mechanics followed the analysis 
follows: 


Price the issues heretofore. 

Assign rating each issue from 
the Moody, Fitch Standard investment 
services. account includes one 
more issues that have not been rated 
any these services, obtain the neces- 
sary statistical and credit data concern- 
ing the obligor and assign rating. 
Only issues such doubtful value that 
investment worth can assigned 
them should left unrated. Local and 
unmarketable issues should marked 
not listed. 

Find the totals the book and esti- 
mated market values the issues rated 
and enter the total book value the 
second column the table and total esti- 
mated market value the fourth col- 
umn. Enter the difference between the 
two totals column five, red the 
total book value largest black 
estimated market value largest. 

Divide the sum the bottom col- 
umn two, which sum represents the book 
value the entire investment securities 
account under examination, into the total 
book value the issues rated and 
enter quotient column three... the 
same with regard the total book value 
the issues rated Ib, Ic, until 
all the rating groups have been covered. 
The sum these percentages should 
equal 100 per cent. 

Multiply the percentages the 
totals column three the numbers 
representing the desirability weights 
shown column six and enter the prod- 
ucts the seventh column after having 
Add these prod- 
ucts and enter their sum the space 
provided the bottom the column. 
This sum the index number indicating 
the intrinsic investment quality the 
list. happens 80.6 for the com- 
posite the accounts used the illus- 
tration (Table I). 


Does Work? 


questions may suggest them- 

selves. the desirability weight- 
ing system used scientific one? Sec- 
ondly, are the ratings assignable the 
issues the accounts sufficiently de- 
scriptive intrinsic investment worth 
make the index reliable indicator 
quality? these two questions can 
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answered the affirmative, fol- 
lows that this method for analyzing, 
measuring and summarizing the in- 
trinsic investment quality in- 
vestment securities account may 
used and relied with confidence. 
The desirability weights have been 
the subject much discussion. There 
seems general agreement that 
issues rated are 100 per cent de- 
sirable bank investment. Most per- 
sons agree also that issues rated 
are 100 per cent desirable, although 
some may feel that per cent would 
better than bond. However, 
assumed here that bank can reason- 
ably criticized for owning bonds 
rated Ib. The desirability weights 
and for issues rated and Ila 
have proved acceptable most persons 
who have examined the method, where- 
the drop from for issues 
rated IIb has been strongly approved 
some and questioned others. 
The reason for assigning desira- 
bility weight only issues thus 
rated that after study several 
accounts was found that very few, 


Table Analysis Investment Securities Account 


Amount Per Appreciation (+) 
t 


17.8 1,548,600 100 17.8 
Ila 1,167,900 13.3 10.6 
Not Listed 0.1 10,200 *300 


United States Government’s obligations used secure circulation, Federal reserve 
bank stock and securities corporations owning the bank’s building, vault and equipment 
should not included the bank’s investment securities account. 

*Entered red. 


principal agreed the instruments 
and the degrees marketability. The 
statistical services who make their 


Table Distribution 


Amount Per Cent 
Which Carried of 
Class of Security on Books Total 


Governments 
Municipal Bonds 
Railroad Bonds 
Foreign Bonds 
Public Utility Bonds 
Industrial Bonds 


Defaulted Bonds 


Miscellaneous 


TOoTALs 


fact less than half the issues 
rated, seemed suitable for bank invest- 
ment. The market action these in- 
ferior grade bonds over the past eight 
ten months justified the 
weighting. 

authority who has expressed 
opinion the subject has objected 
seriously the desirability weights 
only for issues rated IIc and 
for the lower grades, the de- 
faulted, the unrated and the unlisted 
issues. much for question num- 
ber one. 


The Justice Ratings 


other question refers the ac- 

curacy the ratings assignable 
the issues the account and here 
there doubt room for great 
deal improvement. The bond rat- 
ings denote the various degrees 
probability payment interest and 


ing bonds and the mortgage cover- 
ages and marketability the indi- 
vidual issues cover large number 
bonds, estimate the probabilities 
payment and assign ratings accord- 
ing more less well defined prin- 
ciples. This tends insure uni- 
formity treatment far the 


Market issues rated each organization are 
Value Depreciation( —) Quality 


business study and report the 
financial condition, earnings, and pros- 
pects the obligors most outstand- 


concerned. Most issues similar 
rating may, therefore, taken 
possess somewhat similar degrees 
intrinsic investment worth. 
Occasional mistakes and errors are 
unavoidable. The information neces- 
sary for the accurate assignment 
ratings times lacking. These 
drawbacks must not overlooked. 
They should warn those who examine 
the bond lists that necessary 
exercise certain amount critical 
independence the use the rat- 
ings obtained from the manuals. 
examiner should able his own 
(Continued page 110) 


Table III Distribution Maturities 
(Do not include any U. S. Government or highest grade municipals) 


Amount Per Cent Estimated Index 
Which Carried Market 
Maturity Books Total Value Depreciation (—) Quality 


Within Year 


Within 2 Years 


Within 3 Years 


Within Years 


Within Years 


Within Years 
Within Years 

After Years 
Defaulted Bonds 
Stocks, Warrants, Etc. 


Causes the German Crash 


ROBERT CROZIER LONG 


Reparations Not Among Them. Germany Borrowed Too Much 
Short Term Credits and Invested Too Much Schemes 
Aimed Greater Efficiency, Which Failed. Internal Political 
Policy Awakened Foreign Distrust and Hastened Inevitable Crisis. 


observer the greatest credit 

crisis European history. Its 

purpose give briefly the 
causes Germany’s collapse. 

The collapse was not due directly 
indirectly reparations. 

quired two things. First, required 
the raising the annuity sum 
German currency; secondly, re- 
quired the transfer the annuity 
foreign currencies. 

The first condition was always ful- 
filled. There had been budget deficits 
ever since 1926-27, but the annuity 
was never doubt, and before the 
June-July crisis Chancellor Bruening 
had successfully balanced the budget. 


Transfer Always 
Accomplished 


transfer the annuities had 

also always been accomplished. 
Many prominent economists had de- 
clared that Germany would unable 
transfer because she could never 
create the necessary export-surpluses. 
reality after few years bor- 
rowing from abroad the necessary ex- 
port surpluses appeared. 

That was the case 1930. 1931, 
in, the first six months, Germany’s 
600,000,000 marks, and she had 
transfer further 400,000,000 marks 
for interest non-reparations debts. 
Her export surplus 1,068,000,000 
marks provided the exchange neces- 
sary for transfer. 

reparations transfer crisis never 
occurred. 1930 German official 
Commission Enquiry reported 
the effect that transfer difficulties 
would never arise. 

The “transfer this sum- 
mer was not connected with repara- 
tions. was due the enforced 
headlong repayment short-term 
credits abroad. Between June 
and mid-July 2,500,000,000 marks 
credits were compulsorily repaid. 
September, 1930, entirely similar 
but less extreme repayment crisis 
curred. Between September, 1930, 
and July, 1931, Germany was forced 


repay credits totalling over 4,000,- 
000,000 marks, $1,000,000,000. 

The chief debtors were German 
banks. The banks had reloaned the 
foreign money native business. 
Part the credits business were 
“frozen,” and was impossible call 
them quickly in. Part 
wrongfully sunken constructions 
and other long-term investments, and 
could not have been called all. 
Hence the whole burden repayment 
fell upon the Reichsbank. The 
Reichsbank gave discount credits 
the debtor-banks, with these credits 
the debtor-banks purchased exchange 
for the repayments, and extreme de- 
pletion the Reichsbank’s stock 
gold and legal-cover exchange was 
the result. The crisis then became 
violent, and culminated 
solvency the Darmstaedter and Na- 
tional Bank. 


The Sudden Withdrawals 


did the sudden withdrawals 
foreign credits take place? 
part owing the failure the 
Austrian Credit Anstalt Bank, but 
mainly owing the threat in- 
ternal Germany political catastrophe 
when parties nearly wrecked Chancel- 
lor Bruening’s financial reform. 
Politics were the chief factor. Ow- 
ing ever-recurring doubt Ger- 
many’s political stability the foreign 
short-term debt was always peril. 
The former Reichsbank President 
Schacht repeatedly said so. The pres- 
ent Reichsbank President Dr. Luther 
wrote the same sense article 
which appeared the AMERICAN 
BANKERS ASSOCIATION JOURNAL last 
October, from which quote the 
following: 


“There are strong objections against any 
increase in Germany’s short-term indebted- 
ness abroad. Any unexpected convulsion, 
any ground for insecurity, whether in Ger- 
many might result the calling 
such short-term credits.” 

The reasons why Germany had this 
perilous short-term debt creditors 
abroad are well known Germans. 
The chief reason that her own copi- 
ous capital supply was locked 
excessive industrial expansion and 
“rationalization” (methods econ- 


omy and efficiency) home and 
abroad, and that part had been 
transferred abroad the shape 
“capital working capital 
and for financing her foreign trade, 
she was therefore obliged borrow 
short-term. was not capital 
poverty but injudicious investment 
relatively abundant capital which 
made Germany dependent credits 
from American, English, French, 
Swiss and Dutch banks. 

Germany emerged from the war 
capital-poor. Owing her people’s 
hard work and intense production 
1930, she increased wealth. 
She made national savings, that 
created new capital. The Frankfurter 
Zeitung’s estimate German savings 
1925-30 inclusive $10,000,000,000. 
The official Reichskredit Bank pub- 
lished for 1925 1927 figures na- 
tional savings which are only little 
less optimistic than the Frankfurter 
Zeitung’s. third authority, Dr. 
Semplin, puts national savings 
1925-29 $8,000,000,000. 
ing” the word applied Alfred 
Lansburgh, editor Die Bank, 
Germany’s pace saving. 1929 
Lansburgh predicted that Germany 
would soon repaying her foreign 
debt and even lending abroad. 


Why Did Disappear 
Quickly? 


reader will ask what was the 

form this newly-created capi- 
tal and why disappeared com- 
pletely that Germany had keep 
borrowing from foreign banks. The 
new capital largely consisted 
hoarded profits industrial under- 
takings. Only relatively small part 
corporation profits was distributed 
stockholders. Much was withheld, 
and never even shown. constituted 
secret reserves (Stille reserven). The 
profits withheld stockholders 
were invested expansion, “ra- 
tionalization,” creation daugh- 
ter-concerns abroad. 

April, 1931, the Institute for 
Trade Inquiry reported that $10,000,- 
000,000 had been invested indus- 

(Continued page 109) 
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The Italics are Mine 


often, after reading 

the italics 
mine!” 

But how much oftener see 
working out larger way 
daily life! 

into office where there are 
hundreds people employed and 
each, without regard just what 
she doing, might properly say, 
“the italics are mine.” 

They are working one plan— 
one end. Someone the 
head the enterprise has 
laid out that plan, all work 
according it; and, while 
each knows and interested 
the general scheme, the 
part the work that comes 
him the part that 
may put into 
italics. 

Therein lies the 
opportunity the 
individual. The 
whole story, 
cerned, 
like light face 
type, but can, 
will, put his soul into his task, 
render his own day’s work italics, 
that will make, indeed 
should make, special appeal when 
the work the whole establishment, 
for day—like page book—is 
hastily scanned. 

Wise the man the woman 
who has had the foresight put his 
day’s work into italics. 


The printer working the case, 
his machine, must “follow 
copy”; can use italics only when 
his directions indicate, but every- 
one else working his job, his 
profession, may render his daily 
stint work that its quality will 

stand out. 
Unfortunately 
for the genius that 
never devel- 
oped, too many 
their work, with 
the result that 
dull the worker, 
and common and 
ordinary every- 
one else. 

One way help 
the publication 
vary the type, and 
one way help 
monotonous job 

the bank out 
the bank use italics. 

There job the bank, 
high low, but that will 
helped the 

The italics are mine! 

There was plenty the world’s 
work lying around before anyone 
now earth was born; there will 
are gone— 

The opportunity today and now 
use the italics your 
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How Banks Have Been Saved 


MITCHELL IVES 


When Banks Face Runs Caused Baseless Rumors Ounce 
Well Chosen Prevention Effective Promptly Applied. 
Variety Methods Have Been Used Calm Excited Depositors. 
One Bank’s Front Door Removed Prove Would Not Close. 


tics the successful banker. 

The ability size situa- 
tion accurately and determine upon 
the proper action meet the particu- 
lar problem presented has guided 
many banks safely through tem- 
pestuous times. 

The resourcefulness bankers 
has been sharply challenged 
many parts the country during 
the course the passing depres- 
sion. Even under the most favor- 
able circumstances there have 
been trials tribulations. 
some instances, crises have 
developed which have called 
upon the banker exercise 
the utmost ingenuity and 
sound judgment. 


Skill Needed 


DON’T suppose that any 
have gotten behind 
our worries during the 
two years this depres- 
sion,” one banker remarked, 
after reviewing some the 
problems which had present- 
themselves for solution. 
“What with the marked de- 
cline commodity prices, 
the lower values farm 
lands and real estate, the 
collapse the security mar- 
kets and the depreciation 
our bond accounts, cer- 
tainly have had plenty reasons 
for gray hairs. venture the opin- 
ion that has required higher 
order management keep our 
institutions liquid and well bal- 
anced condition than ever before. 
“While some are inclined look 
the dark side and point the large 
number banks which have struggled 
vain their fight for survival, 
must not overlook the fact that more 
than 20,000 banks have ridden through 
the storm safely. virtually every 
community, where some bank has failed, 
other banks have stood the face 
identical circumstances. 
This means that sound judgment and 
careful consideration loans and in- 


ESOURCEFULNESS one 
the outstanding characteris- 


vestments have been brought play. 
These bankers have learned make 
their peace with trouble—to antici- 
pate bad turns and prepared 
master misfortune.” 

The record those who have let 
misfortune master them written 


the list failed 
banks. vastly more 
imposing 
might compiled the 
light could turned upon 
those who have triumphed over ad- 
verse conditions and have retained 
confidence. 

For instance, there the true story 
how the resourcefulness bank 
president one the far western 
states saved bad situation, without 
obtaining more capital, gaining the 
support powerful banks resort- 
ing the general practices bolster- 
ing the resources the bank 
emergency. 

There had been failure another 


bank his city, which had greatly 


“She Had Made 
Important Discovery” 


disturbed public confidence. The air 
was charged with tension and unrest. 
Rumors had been going around that 
the bank, which was the active 
head, was weak condition. While 
the institution was fair shape, some 
the loans were not the most liquid 
character. The drought 
the preceding summer, com- 
bined with the low price 
livestock and other unfavor- 
able agricultural conditions, 
had produced goodly 
amount slow paper. Giv- 
ing one excuse another, 
some the more timorous 
depositors were withdraw- 
ing their funds and soon 
was evident silent run 
had started the bank. 


The Power Name 


this city there was one 
immensely wealthy man 
—an outstanding citizen 
posed full confidence. The 
president the bank had 
intimate talk with him, 
reviewed the condition 
the bank’s note case and ac- 
quainted him with the in- 
vestment portfolio. After 
convincing him that the 
bank 
frankly admitting that 
might not able convert the assets 
into cash time meet extraordi- 
nary demand the banker gained the 
capitalist’s acquiescence cooperate 
with him this crisis 
have the board directors elect him 
vice-president. This proved 
master stroke, for when the news 
his election was given out the news- 
papers, the public, knowing that the 
prominent man had wealth enough 
off all the deposits from his own 
resources should choose so, 
became reassured. Withdrawals ceased, 
the situation became tranquil and de- 
posits started going agan. This re- 
sourceful act met the emergency, re- 
stored confidence and, needless say, 
the bank open and going strong today. 
not easy for the average man 


know that bank strong and able 
survive the strain heavy with- 
rawals. Bankers naturally are better 
able exercise this discriminating 
judgment, able and resourceful 
banker capitalized this during the re- 
cent unsettlement banking condi- 
tions the outlying districts 
Chicago. 

Among bankers, this institution en- 
joyed high standing. was run 
capable and experienced bankers. Yet, 
despite this fact, was losing de- 
cause the closing other banks 
the territory served. The large 
banks, which served 
its correspondents, 
made 
large loans 
satisfactory collateral 
that was readily pro- 
vided. Officers the 
correspondent banks 
took occasion ex- 
press publicly the 
depositors the bank 
their faith and confi- 
dence the institu- 
dergoing this ordeal. 

One the cor- 
respondent banks 
hit upon this ef- 
fective expedient: 
forwarded 
check for $100,- 
000 deposit. Pho- 
tostatic copies 
the check were 
promptly made. 
When any deposi- 
tor came 
officer the out- 
lying bank and in- 
quired whether 
his funds were safe, 
was shown 
“If this big bank willing 
entrust its own funds 
time like this you 
ought not have any doubts 
about the safety your 
money, should you?” the offi- 
not stran that this con- 
crete bit evidence con- 
fidence seemed reassure 
those whose minds 
about the security their money; 
for the public was willing con- 
cede that, one was more compe- 
tent judge the strength and liquid- 
ity bank than large metropoli- 
tan institution. Incidentally, not 
likely that the officers the outlying 
institution will soon forget the 
thoughtfulness its correspondent 
providing with means proving its 
safety such critical time. 


“Advertising Run With 
Jazz Bands Stopped One 
Texas” 
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Erratic Rumor 


VEN the strongest banks are not 

immune runs, experiences 

New York, Iowa, Texas and other 
States have shown. 

“You never can tell what the public 
will do,” banker from one the 
metropolitan centers observed. “It 
has often selected the strongest banks 
the community, instead the 
weaker, which make its runs. 

“During the sum- 
mer 1930, there 


had been few scattered failures 
among the suburban banks our 
city,” told the writer. was 
nervousness and unrest among the de- 
positors, for the air was filled with 
rumors. Suddenly runs were started 


two the strongest banks the 
whole territory. Supported staunchly 
their correspondents, the two banks 
paid out more than $2,000,000 de- 
posits before the public became satis- 
fied that the institutions were able 
all demands. Singularly enough, 
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the runs could not have been directed 


against two other banks the whole 
community that were better posi- 
tion have withstood the severity 
withdrawal. just goes show that 
should ever-vigilant and pre- 
pared meet any eventuality.” 

excited depositor respecter 
persons—no matter how eminent 
they may be. The story recounted 
banker, which illustrates this 
quite forcefully. was Monday 
morning, scant six hours after 
agreement had been signed whereby 
one the strongest banks the 
country had assumed the deposit lia- 
bilities large and hitherto im- 
portant bank, one the victims 
the depression. Time did not permit 
the moving the assets and records 
that the exigencies the occasion 
required the succeeding institution, 
after posting notices advising all de- 
positors that would guarantee pay- 
ment full, open the doors the 
ill-fated bank the army savings 
depositors. well-established that 
the savings depositor the first 
alarmed and disposed become more 
vigorous expressing his fears than 
any other class customers. 

The head the bank which had 
guaranteed the deposits happened 
present the floor the savings 
department during the midst the 
excited surge depositors get cash 
hand. quiet, effective manner, 

sought allay the fears all 

impressing upon them that they 
need not afraid 
—that, inasmuch 
his bank had as- 
sumed 
liability was just 
the same though 
the money actually 
was already 
deposit 
strong, fine insti- 
tution. 


Wanted His 


Money 
HERE was one 
man the 


crowd who appeared 
overly excited 
wanted his money, right away and 
without any delay. Attempting 
sooth him and quiet his fears the 
banker approached him and inquired 
why wanted take the money out 
the bank. explained that the 
safety the funds was guaranteed 
and pointed out that would much 
his advantage not withdraw the 
money that particular time because 
this would result the loss five 
months’ interest. 
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“Is that so?” the excited individual 
asked cynical query. don’t 
care what you say. I’m going draw 
out and put safe deposit box. 
the bank still open next week, 
maybe then put back.” 

The president fair-sized bank 
Iowa, having witnessed the failure 
counties, had given thought what 
plans would adopt event was 
ever faced with run the institu- 
tion which directed. 

Not many months later was put 
the test. small bank the same 
town which had been overly generous 
lending farm paper was unable 
convert its frozen assets into cash 
and the directors ordered notice 
posted declaring that they deemed 
best close its doors. This act ex- 
cited the whole community and the 
people became concerned over the 
safety their funds all local banks. 
run started the bank, and, after 
the president became convinced that 
might assume major proportions, 
called the board directors into ses- 
sion and declared extra dividend. 
The next morning the daily newspaper 
carried brief story about this dec- 
laration and editorially took occasion 
comment upon the strength and 
standing institution which, 
times trouble when other banks 
were failing, was able not only keep 
going but pay extra dividends. 


Restored Confidence 


news spread rapidly for the 

stockholders the bank received 
dividend checks and, course, ex- 
hibited them many their 
friends they could without being 
too aggressive. While the withdraw- 
als did not cease immediately and 
slight seepage continued during the 
next few days, was not long before 
the tide turned and currency, which 
had been hoarded away old jars, 
home safes and other nondescript hid- 
ing places, was returned the bank 
for deposit. 

The president that bank, which 
still going strong and showing 
steady gain deposits, confident 
that the declaration that extra cash 
dividend saved the day. had just 
the right psychological effect. 

Quieting the rumors that the 
rounds about this bank that ex- 
ceedingly difficult under almost any 
set circumstances. However, one 
Illinois banker solved this novel, 
and probably unique, way. 

The bank was the smallest size- 
able city the West. Fortunately, 
was well prepared meet the strain 
steady withdrawals, because the 
bank had bond list that was un- 


usually large for institution its 
total resources, and was thus 
position sell the bonds and keep 
pace with the dwindling deposits. 

For more than two weeks there had 
been slow run the bank. While 
every request for withdrawals was 
promptly met, the president was 
greatly annoyed and irritated the 
recurrent telephone calls inquiring 
whether not was true that the 
bank had “closed its doors.” 

One day the patience the execu- 
tive this institution became over- 
taxed. His ire was and was 


“The Officers Were Staying Down 
Late Night” 


thoroughly vexed. Summoning car- 
penter from across the street, or- 
dered him take the front door off 
its hinges. hired guard sit 
the inside the bank and protect 
the treasure. 

“When anyone called after that 
ask whether not was true that 
the bank’s doors had closed had the 
satisfaction telling him that ran 
bank which couldn’t close its doors,” 
the banker remarked later. ex- 
plained each inguirer just what 
had done and why had done it. 
lost $700,000 deposits over the 
course three months—but 
weathered the storm. sincerely be- 
lieve that taking the front door off 
its hinges was act that did great 
deal restore confidence. any 
event, are still business.” 


sometimes has saved the situation 
and promises help one bank re- 
gain its lost deposits more promptly 
than otherwise. 
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During the recent period unrest 
among some the suburban banks 
middle western city, one the 
banks the troubled area was af- 
fected the hysteria and fear which 
gripped the depositors virtually 
every banking institution that ter- 
ritory. the directing head 
one these banks had recognized 
the likelihood difficult days and was 
prepared for the ordeal. Despite the 
fact that the latest statement showed 
more cash than the total amount 
the savings deposits, and the bank 
did not follow the practice several 
neighboring institutions exercising 
the option requiring sixty days’ 
notice the withdrawal savings, 
there were number large deposi- 
tors who decided they would take 
chances whatever—and requested cur- 
rency hand. Realizing that these 
withdrawals were going take place, 
regardless whatever assurances 
were given, the banker informed all 
these depositors that they might have 
the use his safety deposit boxes 
which store their money free 
charge. 

the currency were kept within 
the walls his own bank reasoned 
that there would greater chance 
having re-deposited when the 
storm had blown over and normal 
banking conditions had been restored. 
the currency were removed the 
erstwhile depositor would run the risk 
losing it, best having the 
money taken one the larger 
banks. Offering secure and handy 
haven for the funds the thoroughly 
scared depositors will increase the 
likelihood regaining the dollars 
later date. 


Breathing Space 


HETHER wise unwise 

exercise the right requir- 

ing sixty ninety days’ notice the 
intention withdraw savings funds 
matter debate among bankers 
who have bravely faced this situation. 
The resourcefulness one banker 
resorting this practice prevented 
the suspension his bank for period 
nine months and, had not been 
for unusual conditions, might have 
saved the situation. There had been 
two failures this town. After ex- 
periencing loss deposits, this 
banker informed all savings deposi- 
tors that would permit further 
withdrawals without sixty days’ no- 
tice. With this seepage temporarily 
stopped the banker obtained list 
his customers having sizable ac- 
counts. Those who had sought 
withdraw their funds were invited 


‘the bank for conference and the re- 


sourceful banker explained that, due 
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the ordinarily slow turnover sav- 
ings deposits, had always been 
thought safe invest considerable 
portion these funds real estate 
mortgages. With this introduction 
made inquiry determine with 
what part the city the depositor 
was most familiar and then proceeded 
tell him that, while the bank could 
not give him the money cash, 
was position trade him safe 
mortgage loan piece property 
with which was acquainted lieu 
found the customer perfectly willing 
take investment this form in- 
stead insisting the money. 
Whenever could find 
mortgage amount that was 
equivalent sizable savings ac- 
count, summoned the owner this 
deposit and sought interest him 
the proposition. great measure 
success was attained trading off 
real estate mortgages for deposits, 
but unhappily the customers, having 
demand deposits, insisted immedi- 
ate cash. The bank ultimately was 
forced suspend, but not without 
gallant fight. 

The reasons justification plac- 
ing sixty-day notice savings de- 
posits were lucidly set forth the 
president bank which adopted 
this rule. The lobby was filled with 
excited, milling crowd savings 
depositors, who were clamoring for 
position vantage where they could 
turn their passbooks and obtain 
cash for the figures entered therein. 

“First all, let tell you that 
this bank solvent,” the president 
announced. “Given reasonable 
amount time within which bring 
about the orderly liquidation loans 
and sell our securities without sac- 
rificing them this bank can pay off 
every depositor 100 cents the dollar. 
The assets this bank represent the 
money which our depositors have in- 
trusted us—and must fair 
all them. There are not more than 
hundred our depositors repre- 
sented all you who are seeking 
withdraw funds right now. 
would not fair prefer you 
9000 others, who have faith and full 
confidence this bank, not 
propose endanger their interests 
letting you draw out your money now. 
will require sixty days’ notice 
the intention withdraw savings, 
are plainly empowered under 
the agreement that you made with 
when you opened your account. 
that time conditions probably will 
back normal and the hysterical fear 
banks, regardless their strength 
and standing, will have passed. 

“If any you have legitimate 
needs for money for living expenses 


and the necessaries life shall 
glad waive this notice the 
extent giving you any reason- 
able amount. Frankly, not pro- 
pose let you wreck bank, which 
has served this community for more 
than twenty years, merely because you 
are frightened baseless rumors and 
moved hysteria. have obli- 
gation our depositors protect 
them and their money. So, con- 
servative and level-headed, will re- 
quire notice from now on.” 

country banker from 
town volunteers this suggestion that 
may contain idea some value: 

“The people town know whole 
lot more about bank that the aver- 
age bank officer suspects,” said. 
“Anything that slightly out the 
ordinary seems arouse suspicion 
easily. Working night the bank 
not normal and the mere fact that 
officers have been seen working after 
hours has caused lot tongues 
start wagging and caused great deal 
our state, the first stories hinting that 
such and such bank was not good 
shape started from outsiders observ- 
ing that the officers were staying 
down late night over the af- 
fairs the bank and wondering 
could trouble. 

“If night meeting necessary, 
hold somewhere else than the 
banking house. Fix the place 
meeting, quiet office somewhere and 
then suggest that the various men 
the group enter singly pairs. 
there one profession that should 
strictly avoid even the appearance 
evil the banking profession. Any- 
time something that seems 
little queer out the routine 
invite surmise and gossip that may 
disturb confidence.” 


Music 


TRANGELY enough, advertising 

run with jazz bands stopped one 
Texas. Trouble developed one 
the lesser banks one the prin- 
cipal cities ‘of the Lone Star State. 
This followed the discovery major 
peculations the part two officers. 
run developed the institution and 
was forced close its doors. 

The excitement caused this run 
spread one the other banks 
the city. was financial citadel 
strength, commanding support virtu- 
ally without limit from its correspon- 
dents the chief financial centers. 
However, the closing the other 
bank precipitated situation, which 
caused number depositors rush 
the bank and demand their money. 
Believing that the quickest way 
stop the run was pay out money 
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until all were satisfied that could 
obtained demand, the executive 
officers decided keep the bank open 
continuously until the withdrawals 
ceased. They hired two orchestras, in- 
stalled them either side the 
bank and directed them play con- 
tinuously and make gay occasion 
what ordinarily sober, grim 
tragedy. The first selection was 
“Happy Days Are Here Again!” 
When closing time came the first 
day the bank remained open and all 
windows were used pay off the 
clamoring and frightened customers. 
The run continued far into the night, 
the bank thoughtfully decided 
supply the queues customers with 
food. vast supply “hot dogs” 
was obtained and stored large 
wicker baskets. Police from the city 
force suspended these baskets around 
their necks and marched and down 
the lines. Other members the po- 
lice force carried huge pots steam- 
ing coffee—so the frantic bank cus- 
tomers were given food while they 
waited the opportunity get inside 
the bank and entertained with jazz 
tunes once they entered the portals 
the institution. This was 
run. Food and entertainment were 
supplied the bank make easy 
and comfortable for 
draw their money out. After day 
and half the run subsided for, para- 
doxically enough, when the depositors 
learned that they could have their 
money they wanted it, they would 
not take it. Jazz wrote happy end- 
ing what might have been stark 
tragedy the public had not picked 
out bank ‘unquestioned strength 
for the assault. 

The resourcefulness director 
going the depositors the bank 
with the frank facts about bad situ- 
ation prevented city 2000 popula- 
tion from being deprived banking 
service. 


Called Depositors Together 


the freezing good part 

its assets and depreciation 
its bond account, this bank came the 
conclusion with reluctance 
would unable continue opera- 
tions. The directors were called into 
session and informed the condition 
the bank. About year previously 
the other bank this city had failed 
was apparent that this in- 
stitution should forced suspend 
the city would lack banking facilities 
any kind. 

The bank was located the county 
seat and had attracted the savings 
number thrifty farmers, many 
whom were Scandinavian descent 

(Continued page 112) 
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What About Latin America? 


MAX WINKLER 


Vice-President, Bertron, Griscom Co., New York City 


Chilean Default, Following Series Similar Failures Meet 
Contractual Obligations Part South American Republics, 
Calls Attention Necessity for Relief. the Interest Our 
Trade and Loans Some Form Adjustment Would Valuable. 


HILE, the spoiled darling 

United States investors, can 

longer meet the service 

her debt. The country’s de- 
fault with regard interest the 
first more than century. was 
1826 that Chile, struggling new 
nation, found impossible support 
per cent loan contracted the 
London market four years earlier. 
Payment was resumed 1840, and 
all interest arrears capitalized and 
discharged. 1879, due the diffi- 
culties arising from the War the 
Pacific against Bolivia and Peru, sink- 
ing fund payments were suspended. 
The full service was resumed 1883. 
1914, the country was accused 
minor irregularity connection with 
the refunding per cent loan, but 
careful examination the circum- 
stances leads the conclusion that 
Chile was blameless. Chile’s default 
was distinct shock American in- 
vestors, even though some maintain 
that they had been expecting it. 
any rate, the country, regarded one 
the most progressive Latin Amer- 
ican nations, will not, for the time be- 
ing, meet her contractual obligations. 


Moratorium Rumors 


UMORS from Brazil that Sir Otto 

Ureineyer will recommend two- 

year moratorium without any payment 

whatsoever even 

though denied officially and those 

identified with Brazilian 
financing. 

Uruguay, with the value her cur- 
rency cut half, may forced 
emulate her neighbors. steadily de- 
clining exchange renders increas- 
ingly difficult meet the service 
her foreign debts. suspension 
sinking fund payments, was done 
during the war and the period imme- 
diately following the conflict, not 
all improbable. 

Bolivia leads the procession the 
defaulting Latin American countries. 
She was permitted accumulate for- 
eign debt close $70,000,000 (most- 
the United States) which while 
high, could have been taken care of, 
were not for the disastrous decline 


and continued weakness the price 
tin, the Republic’s principal stand- 
by. 

Peru, the third country the South 
Pacific slope default, ceased pay- 
ments early this year. Here, too, 
American bankers appear have been 
more eager lend than Peru could 
advantage borrow, with the result that 
the increase the debt was somewhat 
disproportionate the increase the 
country’s productivity. 

the remaining South American 
republics whose securities are held 
this country, Argentina and Colombia 
deserve attention. the former, eco- 
nomic difficulties are materially aggra- 
vated political unrest and early ma- 
turities are causing some uneasiness. 
However, interruption the ser- 
vice the nation’s debt anticipated, 
even though difficulties may arise with 
respect certain political subdivi- 
sions. The same would seem 
true Colombia. 

the whole, rather gloomy pic- 
ture. Matters are, however, ren- 
dered infinitely worse the paucity 


complete lack information the 
part the American investor re- 
gard his foreign investments. This 
contention proved some recent 
happenings the market for foreign 
issues. When Chile stops payments 
her debt, Minas Geraes and Cundi- 
namarca are mistaken for Chilean mu- 
nicipalities and slip ten points. When 
the Uruguayan peso declines new 
low level the bonds Parana and Per- 
nambuco, mistaken for political sub- 
divisions Uruguay, drop precipitous- 
ly. When Hungary’s banks close, the 
bonds Warsaw, mistaken for Hun- 
garian town, sell off sharply. Some- 
body ought write Bondholders’ 
Geography which will inform Amer- 
ican investors abroad that Czechoslo- 
vakia not the same Jugoslavia; 
that Budapest not the same 
Bucharest; that Carlsbad not 
Germany; that Porto Alegre not 
suburb Berlin; and that Santa 
Catharina not former empress 
Russia whom posterity has canonized 
because her piety and virtue. 
(Continued page 114) 


UNITED STATES TRADE AND INVESTMENTS EUROPE AND LATIN 
AMERICA 


1880* 


Percentage 
Increase 


1913 1930 Over Over 


(In millions dollars) Period 1913 


Total Exports 

Per cent total 

exports Latin America..... 
Per cent total 


Total Imports 

imports from Europe.......... 
Per cent total 

imports from Latin America... 
Per cent total 


Total Trade 

trade with Europe 
Per cent total 

trade with Latin America 
Per cent total 


Total Investments Abroad.... 


investments Latin America. 
25.00 


Per cent total 


$2,484 $3,843 467.65 54.71 
1,838 227.04 22.53 


86.70 
4.04 
62.37 
63.48 
16.15 
73.51 
17,528 8,664.00 
31.98 
5,706 338.92 
32.55 


*Trade figures represent annual average for period preceding 1880. 


562 
83.01 60.38 
361 
8.57 14.53 
193 1,739 
865 
49.75 
481 
27.66 
4,223 
810 2,365 
56.00 
218 842 
19.94 
120 350 
Per cent 13.33 
49.52 


American Banking Paris 


HARRISON REEVES 


Efficient Clerical Methods and Complete Service Were Among 
Chief Factors Contributing Success One American Trust 
Company Which Established Itself the French Capital Before 
the World War. Pioneering Spirit Discarded Ancient Theories. 


those sweet days before the war, 
when there were passports, 
income taxes, and when francs 
were francs, the American repre- 

sentation Paris consisted one 
ambassador, seven newspaper corre- 
spondents, thirty-four dentists, six- 
teen jockeys, and four prize-fighters, 
whom two were colored, one 
them heavy-weight champion the 
world. Jack Johnson was indisputably 
the most distinguished Yankee the 
intellectual capital the world. The 
single osteopath who came pioneering 
did not count. Then, one auspicious 
spring day, there modestly opened 
smallish but highly sani- 
tary apartment giving the 
tion which was become 
signal, remarkable stand- 
ard bearer the great in- 
vasion that was destined 
transform one the oldest 
and most stubborn cities 
the world. American 
trust company, identity here 
unspecified, opened shop. 


Clerk Arrived 


signer this mod- 

est lease who had been 
sent over compete with 
dated from the renaissance 
was tall, lean, dignified young 
whose only visible audible quali- 
fication was extremely limited and 
somewhat quaint familiarity with the 
French tongue, acquired fresh- 
water college. Financially and fiscally 
knew almost literally nothing. But 
was very good “clerk.” hired 
from out the applicants that saun- 
vertisement the Paris edition the 
Herald Swiss cashier who 
knew four languages and thirty kinds 
currency, Dutch bookkeeper who 
could add columns pounds, shillings, 
and pence his head glance, and 
handsome Italian sort customers’ 
man with beautiful teeth, high social 
connections, and inexhaustible 
knowledge the geography and so- 
ciology Paris. the first day the 


late amiable James Gordon Bennett, 
for himself well for the 
Herald, opened checking account. 
The trembling young manager had 
pair new heels hammered his 
queer looking American shoes and 
went out with list difficult ad- 
dresses locate the American colony. 


“The Astonished Parisians Exhibited Them 
Derision the Competing French Bankers” 


make long and fascinating 
story very dull and very short this 
trust company number one made mon- 
from the start, never experienced 
any losses, and few hectic years 
became the fifth bank all France 
size while other trust companies, 
arriving imitation, lost millions, 
made back millions, conducted experi- 
ments, cogitated fancy ideas, hired 
and fired generation after generation 
exhaustingly examined function- 
aries, and finally emerged successful 
after trying master the French 
banking business done for French- 
men Frenchmen France. The 
now fat figure the then lean boy 
“clerk” has long since disappeared 
high that swaying and slippery lad- 
der which the hierarchy great 
international finance. 


lent and able gentlemen who competed 
with him took precipitate slides upon 
those skids that immutably drain all 
the managements the world. 
Just how and why the subject 
this little piece? you must know 
now straight off, without following 
through the intricate rationale it, 
the French, and the biggest among 
them, something they had never had, 
never heard about, never imagined 
clerk. 


French Banking 


RENCH banking through 

the ages about easy 

understand the Chinese 
form government. is, 
like France itself, more an- 
cient than Pharoah and 
more modern than Giannini 
himself. France has only 
thirteen constitutions but 
she has had thirty-five kinds 
and traditions and systems 
practice banking since 
first the men who love Gallic soil 
began hoard and exploit all 
the beautiful and treacherous pos- 
monopoly and competitive enter- 
prise. Simultaneously more con- 
servative than Edinburgh and wilder 
than Moscow. has produced and 
does still nurture some the great- 
est financial and fiscal minds his- 
tory along with some which are quite 
the contrary. This illustrious insti- 
tution has ennobled, decorated, re- 
warded with wealth, praise and grati- 
tude whole line its wizards. 
has also sent just about many 
them the damp, green horror 
penal isles the Caribbean’s waste, 
where men fight for quinine and are 
monstrously restrained from suicide. 
But there one thing has never 
done. has never done any clerking. 
The reason doubtless lies pretty 
deep the French spirit itself. The 
simplest expression for the ver- 
nacular is, characteristically, 
lectualism.” The only downright, 
straightforward forms labor 
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routine effort which that talented 
nation delights are farming the fair 
landscape, fishing their troubled 
sea, and digging for coal the deep 
earth. Day labor with such light in- 
struments the pen and the brain 
contemptible Frenchmen. That 
because easy, too easy. There 
practically thinking 
involved, that is, nothing 
that Frenchman who 
able read and 
write and figure all 
would thinking. 
Every French penman 
theoretician just 
every French talker 
rhetorician, every 
French scribe stylist. 
The youthful engineers 
who are gang foremen 
Paris lay sewers 
with 
culus. Their calculus 
right and_ their 
sewers will not drain. 


Clerk Worked 


story, the 
then perfectly mediocre 
plished New England 
clerk who built one 
the great banking in- 
stitutions the Con- 
tinent over night did 
exactly this: 

walked and 
sat, day after day, 
and through and 
around 
French “credit institu- 
tions,” they are 
called. night 
read about them 
their perfectly 
mous and astonishing- 
brilliant literature. 
knew that was 
facing the most profitable banking 
practice the world. his folks 
back home were go-getters, saw he, 
these people were go-go-go-getters 
and takers. How did they it? 
How could break in? 

Their deposits were stupendous, 
the interest rates nil almost nil. 
The people were evidently trained 
save and bank. But was impos- 
sible cash check! took hours 
hard benches under dreary sky- 
lights with brass number check 
hand while insolent and superior cash- 
iers whiskers interrupted their cus- 
tomary conversations about politics 
and the arts ascertain whether 
checks were good. Hence, nobody used 
checks who could any device avoid 
them. Enough cash, notes and gold, 


run the commerce the nation plus 
its pleasure was people’s tills, their 
little shop safes, their pockets, be- 
ing carried about the streets uni- 
formed and aging bank messengers 
who did nothing but collect cash and 
distribute again. All the rest 
the money was the banks. 

What did the banks 
with and about 
prodigious dividends? 
Our student dis- 
covered that they 
most always gov- 
ernment bonds. 
Everybody finally 
bought them. The 
branch manager, 
dingy slum 


“Went Out With List Dif- 
ficult Addresses Locate the 
American Colony” 


farthest fishing village, just the 
Avenue Bois Boulogne itself, 
thrifty worker miserly million- 
aire, said that they were the best. 
They were. That is, best for the bank. 
They were official stuff. The state had 
ordered the banks distribute them 
and had not neglected make 
terribly the French 
politely put it, for the banks turn 
treadmill the everlasting task. 
Were not they allied bonds, build 
Russian strategic railways, Balkan- 


little 


ize for France, endear Brazil 
threading her jungles with Lorraine 
steel parallels? They were not only 
sound, they were sort national de- 
fense. Also they relieved hoarding 
Frenchmen from the horrors in- 
dustry home. was much 
easier let foreigners borrow—under 
government guarantee, course—and 
all the dirty work industry and 
construction and commerce. was 
wonderful proposition. 


Adopted Different Course 


EREUPON our young friend 
decided exactly and precisely 

what do. was, curiously, that 
would exactly none all that. 
would compete doing this, in- 
stead—and did it, and right away: 
got the best printer town, 

Chicago man living Paris, 
print him such order checks 
had never been heard 

of. They were all 

beauty and they were 

fellows, small 
enough their hand- 
some pocket 
folders fit one’s 
pocket. The large flat 
volumes them, too, 
were handsome and 
singular that para- 
graphs appeared about 
them the French 
boulevard press. Fancy 
signing away one’s for- 
tune out en- 
cyclopedia! Now these 
check books were sent 
mail every de- 
positor 
any fussy charge about 


the stamp tax them. That 


was looked after the account 

itself. was sensational 
convenience. six months Paris was 
check conscious. new way pay 
bills. The doctrine spread. Further- 
more every check was paid instantly 
sight for the boys who were being 
brought the Swiss cashier 
learned their customers’ faces and sig- 
natures heart. There was 
bench, line, wait. 

Our banker would sell 
inspired government bonds. would 
have securitiés for sale all. 
would something more intelligent 
less momentarily profitable. 
got people interested trusts the 
United States, his home office, 
New York. Personal trusts, living 
first, then estates, and handsome ones. 
Before finished had some the 
best known names France his 
books. Their franc millions had been 
turned into dollars and translated into 

(Continued page 111) 
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The Demand for Plan 


EOPLE are proposing that the United States 

should have plan,” which presumably means 
that the nation should agree something answer 
the question, from here?” 

But who make the plan and for what shall 
plan? 

answer that should plan for more prosperity, 
for better distribution our products, for 
greater stability business, answer nothing 
all, for who holds answer that probably 
applying his wisdom the hope making the most 
his opportunity before someone else shall become 
wise. 

have tried our hand planning the matter 
wheat—we planned keep the price and the 
acreage down and perhaps the wires became crossed, 
but the fact the matter that the total production 
has gone and the price has gone down. 

How shall enforce plan, make one? 

the farmers the Northwest refused conform 
some detail plan that might adopt rea- 
sonable and sure make the nation better, would 
then order drag them from their lands and 
send them Alaska cut wood, mine coal 
engage other blithesome pursuits? 

Or, the advocates that plan prosperity which 
says that must consume all that the machines pro- 
duce, got the upper hand the planning business, 
would have buy and store things away until 
every private garage became little warehouse and 
every storeroom place carefully guarded lest 
prying government inspectors should find that there 
was still few feet space “unpatriotically empty.” 

And who even rough-draft plan which will 
regulate such nation the United States and hope 
improve upon things they are? 

The first requisite presupposes something akin 
police power, martial law, socialism, dictator- 
ship. Whose plan valuable enough command such 
price? 

And after the price paid, does anyone suppose 
that the wisdom for the nation then emanating 
matter course from Plan bureaucrats would give 
more prosperity and happiness than are now 
achieving 

The United States won its present prosperity, its 
wealth, and developed its intelligence because 
has had and has adhered master plan—the plan 
giving every man and woman industry and 
good will the opportunity work out his destiny—to 
build high his abilities enabled him. 

That plan has included even furnishing all men and 
women with the first requisite building, the sharp- 


ening their intelligence education, broad and 
deep the individual chose make it. Conceived 
the true spirit Christianity and tolerance, rigidly 
adhered from the foundation the Republic, its 
fruits should indicate that good plan! 

doubt there any useful comparison 
made between wholesale plan for backward coun- 
try and wholesale plan for country that has for 
generations led the way. plan for backward coun- 
try means, effect, many factories needed supply 
this that; many mines opened; many 
miles railroad constructed; many tractors 
take the place many sickles; many schools 
established that illiteracy will reduced. 

But country whose own needs these items 
and all items are not only filled, but there super- 
abundance, for what shall plan? 

The way not clear the pioneering country 
—there not much do. Moreover, the labor- 
saving machines are steadily pushing the workers out 
the factories, and even out the fields. 

plan for better distribution work, first 
step would seem the direction taking work 
away from the machines and giving men, and in- 
animate though they are, the machines doubt can 
rally greater fighting force than can all the army 
the unemployed! 

backward nation with plan. 

have plan, good plan, and not likely 
superseded anything born the confusion 
abroad! 


The End Isolation 


HATEVER else the year 1931 may remem- 

bered for, will recalled the year when 
the last vestige, the last pretense, following Wash- 
ington’s advice avoid European entanglements was 
thrown aside. 

How much how little that means this time, 
human being has the wisdom foresee, but that 
rich possibilities and that those possibilities are 
not all the rosy side, requires great power 
observation perception. 

Slowly but surely have been drawn into the 
affairs Europe, many strings, and many 
emotions. 

First, the pre-war days there were considerations 
profit; then human sympathy; then self-pro- 
tection and finally the belief that would better 
fight Germany Europe with veteran allies than 
fight her here America with raw troops. 
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turn there came again after the war considerations 
humanity and anon considerations profit: must 
save Europe civilization would break down; 
must help Europe and the helping earn high rate 
interest. must help reestablish the business 
Europe that Europe might position buy 
from us. 

However the argument ran, whatever the reason, 
always have been drawn little nearer the center. 
With the moratorium, not only went over bodily 
but our Cabinet officers have taken seats the head 
the table. From now on, the vernacular the 
streets, “our party.” 

There may analogy between credit dissat- 
isfied people home and credit dissatisfied people 
abroad; nevertheless may useful recall what 
the wholesale extension credit has done for Amer- 
ican agriculture. 

Many persons have suspected that American agri- 
culture has not been helped materially all avenues 
the credit that have been opened it. Others have 
declared positive conclusion that too many farmers 
have been set back using credit far beyond their 
needs their ability discharge. that may, 
the grand panacea for all the ills agriculture has 
been credit and more credit, though has been obvious 
that the ultimate beneficiaries part the proceeds 
this farmer credit were manufacturing corporations 
far removed from the farm lands. 

Credit and still more credit for Europe may the 
remedy for all its ills, but not while the credits—no 
matter how indirect the route may be—make possible 
the upkeep great armies! 

Our isolation end, sit the seats 
the mighty, and people have taken grave 
responsibilities for which, people, have 
special adaptability. 

have assumed responsibilities that might 
help Europe and incidentally help the United States, 
and the first these responsibilities one common 
bankers—to exercise certain strict guidance 
the expenditure the credit grants! 

But the exercise that right again brings nearer 
home all the political troubles the ever-ferment- 
ing Europe! 


Unemployment Insurance 


UCCESSIVE governments England, compli- 

ance with the demands for assistance from the un- 
employed, have extended the scope its Unemploy- 
ment Insurance Fund from time time with the re- 
sult that the expenditure now exceeding the income 
approximately $5,000,000 week. The “outstand- 
ing debt the Treasury, was nearly 86,000,000 pounds 
June 11,” according the review Barclay’s 
Bank. 

“The financial aspect, however, not the only dis- 
quieting feature,” says the same authority. 
more important the fact that there increasing 
evidence that the Scheme being used ways very 
different from those originally intended, and that 
retarding the economic progress the country 


direct relationship between contribu- 


tions and benefits has been severed and far 
payments are made the form transitional bene- 
fit, the Scheme can longer claimed form 
insurance.” 

Interesting and valuable information this, 
country where the unemployment insurance idea 
catching people’s fancy much the same way the 
guaranty deposits idea once took hold. 

The unemployed must helped, but way should 
devised that will automatically cease when the 
emergency passes. 


Our Own Propaganda 


propaganda the Communists revolting 

the average American mind—if bothers his head 
about anything outside his own business and anon 
his own pursuit happiness, but reprehensible also 
the crime propaganda which America conduct- 
ing abroad through its exports motion picture 
reels. 

That corrupting and poisoning minds and 
morals not regarded lightly. Profitable business 
though may for the producers, its value 
advertisement for the United States cannot rated 
highly. Traditionally and practice, America the 
friend the world, but good friend does not 
seek corrupt his neighbors’ children, and that 
what America doing when sends abroad gangland 
and other movies viewed the impres- 
sionable youths other nations. 

Why complain about the foreign criminal when 
have large part shaping his ideas even before 
sets out from his own shore? 


Banking Criticism 


OME banking practices, like some the people 
who have found places banking, have not re- 
dounded the credit the profession whole. 
the gloom the depression, they have cast abnor- 
mally long shadows, and ready critics are pointing 
these abnormalities the substance and standard 
banking, forgetful and unmindful the whole struc- 
ture. 

Yet the story banking whole during these 
troublesome times could ever revealed there would 
many unsuspected epic heroism and self- 
sacrifice. 

The great body true bankers must sit silence 
under the criticism brought down upon them the 
unworthy. They must, and true bankers they will, 
continue shore declining business while the very 
beneficiaries their risks, sacrifices and their faith, 
find palatable food the fragmentary discussions 
self-appointed critics. 

The business depression phenomenon that 
world wide. The structure that business and politics 


—not bankers—raised too high forced too much 
adjusting itself, accordance with economic law. 


e 


Annual Convention the 
American Bankers Association 
should give powerful impulse toward 
economic recovery this country and 
abroad. Bankers are well aware that 
this depression more permanent 
than the long series depressions 
which are now part history, and 
national business parliament made 
bankers will pass some this con- 
fidence along the country. One cen- 
tral theme the program this year 
will discussions ways which 
business can steer straighter course 
the future and avoid recurrent eco- 
nomic doldrums. There not bank 
the United States which can afford 
unrepresented this most im- 
portant Association gatherings. 
Bankers who are their desks instead 
Atlantic City between the fifth 
and eighth October will miss ex- 
cellent opportunity help themselves. 


For Good Banking 


American Bankers Association 

has developed the habit coopera- 
tion among members degree that 
often amazes non-bankers and this 
willingness mutually helpful 
the interest better banking, most 
evidence the occasion the An- 
nual Convention. course there 
element necessity this because, 
noted educator said few days 
ago, this not age for corner gro- 
cery finance and banks must work to- 
gether. Regardless the reason, how- 
ever, the Annual Convention meet- 
ing bankers for the exchange ex- 
periences and facts helpful banking, 
or, rather, the culmination 
year’s activity this respect. Those 
charge the arrangements this 
year are preparing for unusually 
large attendance. Even those bankers 
who not often seek the advice and 
counsel fellow bankers are expected 
have questions which need answer- 
ing. 


More Revenue 


AYS increase bank profits 

will have important place 
the program because many bank- 
ing’s present problems are traceable 
directly falling revenues. Specific 
methods adding earnings and 
eliminating waste will available 
delegates practical form. 

Another subject im- 
portance the legislative outlook 
Washington. Last year Cleveland, 
considerable attention was given 
this matter but was confined, for the 
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most part, the various inquiries be- 
ing conducted Governmental agen- 
cies into the banking system. The pres- 
ent prospect not easily grasped. 
The next Congress will feel 
the full force accumulated energy 
the part individuals and groups who 
know just what this country needs 
the way patent medicines. There 
will also other phases the na- 
tional legislative outlook which con- 
cern every banker; for example, the 
myriad proposals for changing the tax 
laws. There are aspects the difficult 
financial conditions abroad which have 
direct influence the earnings 
American banks and infinitely bet- 


Reduced Fares 


EMBERS the American 

ers Association who are plan- 
ning attend the Annual Convention 
Atlantic City, New Jersey, October 
may take advantage reduced 
fares the identification certificate 
plan. These have been authorized 
the various passenger associations, in- 
cluding the Eastern Steamship Com- 
pany and the New England Steamship 
Company. When going and returning 
the same route the reduced rates 
are follows: 


Fare and one-half with minimum 
for the round trip; tickets sold 
Octcber with the return 
limit 14. (Exceptions are noted 
below.) 

Fare and three-fifths with minimum 
for the round trip; tickets 
sold October with final return 
limit days addition the date 
sale. (Exceptions are noted below.) 


When going one authorized route 
and returning another the reduced 
rates are follows: 


Eighty per cent the one-way fare 
applying via the route used the going 
trip, plus per cent the fare apply- 
ing via the return trip; minimum fare 


Territory 
Colorado (except Julesburg) 
New 
Wyoming 
Montana 
Southern Idaho 
Utah 
Arizona 
Columbia 
Neveda 
Northern Idaho 
Oregon (except via California) 
Washington 
California 
(via California) 
Oklahoma 
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ter understand these than trust 
luck. 

One thing certain. The American 
public will watch the proceedings 
Atlantic City with clearer conception 
banking problems than ever before. 
The events which have transpired since 
the Cleveland meeting have piled proof 
proof that the conservative course 
pursued American bankers since 
the middle 1929 the thing which 
has brought the country through the 
depression without serious injury. 
This has placed unusual weight 
responsibility the Association and 
vastly increases the obligation 
bankers attend. 


Convention 


for the round trip, with final 
return limit thirty days addition 
the date sale. Tickets sold Octo- 
ber (Exceptions are noted be- 
low.) 

Tickets, before being honored for re- 
turn passage, must validated 
agents the Hotel Traymore, Atlantic 
City, the regular ticket offices 
the lines over which members arrive 
Atlantic City. Tickets may vali- 
dated any date after arrival, but 
must used time reach the orig- 
inal starting point within the return 
limit. The exceptions mentioned here- 
tofore are from the territories the 
Southwestern, the Trans-Continental 
and the Western Passenger Associa- 
tions (west Chicago) and relate 
principally dates sale, which are 
shown the table below. 

The same routes may used 
both directions, except that from sta- 
tions Arizona, California, Nevada, 
northern Idaho, Oregon, Washington 
and British Columbia, the usual di- 
verse routes west Chicago, St. 
Louis, Memphis, Vicksburg and New 

(Continued page 108) 


Final Limit (Fare 


Dates Sale and one-half basis) 


Sept. 30-Oct. Oct. 
Sept. 29-Oct. Oct. 
Sept. 29-Oct. Oct. 
Sept. 28-Oct. Oct. 
Sept. 27-Oct. Oct. 
Sept. 30-Oct. Oct. 
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What Bank America Customers 
about Recordak 


Bankamerica News 
describes New Service 
that Protects Custom- 
ers, Prevents Fraud— 


yet actually cuts 


“WE ENTER THE 
MOVIE BUSINESS 


see your favorite Bank check thrown 
the screen, with the banker acting 
the movie operator and yourself di- 
rector and audience, suggests rather 
unique, although popular and profit- 
able experience. 

offered the Bank America through 
the installation check photographing 
machines; innovation that will vir- 
tually revolutionize the handling its 
commercial checking accounts insofar 
mutual protection concerned. The 
which called the ‘Rec- 
was made specially for the pur- 
pose the Eastman Kodak Company 
and the invention New York 
banker. Anyone who desires may ar- 
range for screen showing any checks 
that may interested in, and the 
display can made without the neces- 
sity his leaving his comfortable chair 
beside the banker’s desk. other words, 
the show brought right him 
portable projector and sereen combined. 

solving the problem lost 


Recordak Corporation 


the Transit Department one operator lists 
and describes 2,500 checks hour with 
Recordak. 


checks, one the biggest with which 
the bank has contend, the machine 
otherwise gives invaluable service 
the bank customer. 


Recordak Provides Legal Evidence 
Payment Bills 


instance, careless tradesman 
tells Mrs. Housewife that she has not 
paid bill that she just knows she made 
out check for, they can both the 
bank and settle the matter very quickly 
having picture the check actually 
displayed film form. Even though 
Mrs. Housewife may have lost the check 
after had been returned with her 
monthly statements, she may arrange for 
little private showing the bank that 
will effectually end the dispute. 

new machine tremendous 
step the elimination 
practices regard checks and drafts. 
offers the bank 100 per cent protection 


the event losses its own check 
draft shipments. For instance, the 
bank airmails batch checks intended 
for collection distant city and the 
contents the mail plane are destroyed 
fire otherwise, the bank still has 
fine film record the checks, and the col- 
lections may made such record 
without question. 

machine offers like measure 
for all checks issued the 


bank itself and for all customers receiv- 


ing such checks. any chance such 
certified checks should fall 
into improper hands and attempt 
made raise them, the bank has in- 
disputable film record the checks 
they were originally drawn. forgery 
could stand before that sort 
evidence. 

not exactly encouraging the 
customer careless with his can- 
celed checks, the bank can least 
guarantee that can duplicate all lost 
checks through the unquestioned means 
photography. 

“The bank installing the first 
its San Francisco Main Office 
and plans extend such installation 
throughout the system eventually. 
the first bank west the Rocky Moun- 
tains install such 


List Recordak-equipped 
banks growing constantly 


Today, Recordak used 
over 450 banks nine districts 
rapidly possible, banks 
this valuable 
that prevents fraud, wins new 
customers—yet cuts operating 
costs. Write Recordak Corpora- 
tion, 350 Madison Avenue, New 
York, for free booklet 
Banking with 


Subsidiary 
EASTMAN KODAK COMPANY 
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CENTRAL HANOVER BANK TRUST COMPANY 
NEW YORK CITY 


One three 
main entrances 
Broadway 


Great Resources Demand Great Vaults 


merger the Central Union Trust Company New York and 

the Hanover National Bank 1929 brought together combined 
resources nearly $1,000,000,000. Protection these vast resources 
Broadway required the installation additional and stronger 
vaults. The selection the York Organization the job grati- 
fying recognition York’s world-wide preeminence. 


Entrances the new vaults include three great main doors, each weigh- 
ing approximately 120,000 pounds. These entrances are equipped with 
lowering platforms and each vault further provided with circular 
emergency entrance the same thickness the main entrance. 


YORK SAFE AND LOCK CO. 


York, Pennsylvania 


Manufacturers and Builders the World’s Greatest Vaults 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 
SEATTLE CHICAGO MONTREAL SHANGHAI 
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The Profit National Bank 
Note Circulation 


GEORGE ANDERSON 


Prestige and Advertising Value Currency Issues Regarded 
Important Factor Maintaining Volume. Privileged Bonds 


Now Confined Three, Which All Are Callable the 


Option the Federal Treasury. 


ATIONAL bank note circula- 
tion the United States 
the present time exists upon 
sufferance only. rests 

upon bonds, all which are now call- 
able the Federal Treasury will. 
The situation not all acute and 
there little likelihood that there 
will any change the situation for 
several years, for there inten- 
tion the part the Federal Treas- 
ury officers force their withdrawal 
the present time the imme- 
diate future. five years, however, 
portion the bonds which this 
circulation based will mature and 
two years more, i.e., 1938, sec- 
ond block will mature these 
changes will least serve reduce 
the volume such circulation mate- 
rially. the meanwhile the existence 
this circulation depends entirely 
upon Treasury policy. That policy un- 
doubtedly tempered and partly di- 
rected expediency; for whatever 
Treasury officials may think na- 
tional bank circulation monetary 
medium relation the elastic cur- 
rency the Federal Reserve System 
they cannot otherwise than in- 
fluenced the fact that the bonds 
which this circulation based draw 
only per cent interest compared 
with twice that rate more carried 
other long term obligations the 
Government. They mean saving 
something like $13,500,000 year 
interest the Government. 


Taxes Also 


income the Government 

from the tax bank circulation 
also item moment. The tax 
such notes paid into the Treasury 
the last fiscal year amounted 
248,327.85. The total expenses the 
office the Comptroller the Cur- 
rency during the year paid out con- 
gressional appropriations—all other 
expenses being paid banks—were 
$1,174,600.95, that there was net 
income the Government from taxes 
circulation $2,073,726.90. 


The Outlook 


con- 
cludes Mr. Anderson, 
the circulation privilege 
national banks will rest en- 
tirely the consols 
1930, totaling slightly less 
than $600,000,000. These 
could have been redeemed 
April, 1930, but were 
given indeterminate ma- 
turity the Treasury. 
Meanwhile, the absence 
any exact declaration 
policy the whole matter 
the Federal authorities, 
believes that the consols 
will allowed run in- 
definitely, for reasons 
expediency and economy. 


There further consideration for 
the continued existence the national 
bank note the fact that not 
certain just how they can replaced 
with safety and without disturbance 
the complicated system credit 
and currency involved the Federal 
Reserve System. The total volume 
national bank notes circulation 
hovers around the $700,000,000 mark, 
including notes still circulation 
issued banks which are retiring 
their circulation and outstanding notes 
banks voluntary other liqui- 
dation. June 30, 1930, the total 
volume such notes was $698,317,- 
468 compared with $704,294,442 
the end the previous fiscal year and 
$699,620,652 June 30, 1928. The 
volume outstanding the 30th 
last June constituted 8.4 per cent 
the total monetary circulation the 
United States that time. 

other element the nation’s 
monetary circulation stable ex- 
cept, perhaps, the silver certificates. 
obvious that the retirement 


Two Have Definite Maturity. 


great portion the monetary circu- 
lation would involve important changes 
financial policy. The general as- 
sumption that the retirement 
these notes would lead correspond- 
ing expansion the Federal reserve 
notes, but the increase such circu- 
lation involves the deposit gold 
the rediscount eligible paper and 
eligible paper such amount 
not readily forthcoming present nor 
amount addition the ordinary 
requirements credit the near 
future. 


The Search for Bonds 


OWEVER precarious the position 

the bank note circulation may 
rather well fortified its present po- 
sition and fact practically sta- 
bilized approximately its present 
volume. About per cent the 
national banks the country have 
found the issue bank notes unprofit- 
able least small profit that 
they are not worth the trouble, but 
there are enough banks which find 
profit one sort another such 
issues maintain the volume 
notes close the possible maximum. 
the other hand, the issue what 
may termed live circulation, i.e., 
circulation currently issued distinct 
from that the course retirement, 
cannot exceed the volume circula- 
tion privilege bonds. 

the time the establishment 
the Federal Reserve System the circu- 
lation privilege attached five gov- 
ernment issues, including the per 
cent bonds 1908-1918; the per 
cent issue 1925; the Panama Canal 
issue 1936 and that 1938; and 
the per cent consols 1930. The 
per cent issue 1908-1918 dropped 
out the list with its maturity 
1917; the per cent issue 1925 
dropped out 1924. The remaining 
volume such bonds consists the 
consols 1930 amounting $599,- 
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724,050; the Panama per cent issue 
1936 amounting $48,954,180 and 
the Panama per cent issue 1938 
amounting $25,947,000. This gives 
total $674,625,630 par value 
bonds against which bank notes may 
issued. spite the fact that 
the bonded indebtedness the United 
States has been reduced several bil- 
lion dollars the past five years this 
total bonds available for circulation 
issues has not changed and the reason 
therefor plain. These bonds bear- 
ing only per cent interest are val- 
uable for the circulation privilege but 
not for general investment. Practi- 
cally all them are owned banks 
for circulation purposes and when any 
them get into the market they are 
promptly bought other banks for 
the same purpose. There evidence, 
also, that the country constantly 
combed for any loose lots such 
bonds. 

the Comptroller’s year ending 
Oct. 31, 1930, for example, the with- 
drawals bonds deposited with the 
Treasurer the United States se- 
curity for circulation amounted 
$58,782,000, this sum $31,- 
895,610 withdrawn banks liqui- 
dation, $1,386,490 banks insol- 
vency and $25,999,900 banks retir- 
ing circulation. There were deposited 
with the Treasurer bonds the par 
value $61,174,350 the basis 
circulation new banks banks in- 
creasing their circulation. the 
$674,625,630 face value bonds with 
circulation privilege outstanding 
June 30, 1928, the Treasurer held, 
the basis bank note issues, total 
$665,658,650 98.67 per cent 
the whole. June 30, 1929, the pro- 
portion was 98.75 per cent and June 
80, 1930, the proportion was 98.84 per 
cent. Few these bonds are over- 
looked the note issuing national 
bank. The remaining portion—$7,- 
825,657 1.16 per cent such bonds 
not the custody the Treasurer, 
probably represents the current mar- 
gin transactions such bonds be- 
tween banks between banks and the 
Treasury. 


Fewer Issuing Banks 


number national banks is- 

suing bank notes has been con- 
stantly decreasing the total num- 
ber national banks has been de- 
creasing and even slightly faster. 
1928, 6239 out the total 7691 
reporting banks were issuing notes— 
81.1 per cent the whole. 1929 
there were 6071 banks issue out 
total 7536 reporting banks 80.56 
per cent the whole, while 1930 
the number banks issue was 5839 
out 7252 banks 80.51 per cent. 


the same time the total volume 
current bank note issues outstanding 
shows steady increase—$649,095,000 
1928; $649,452,000 1929 and 
$652,339,000 1930. The average 
circulation for each bank issue 
was $104,038 1928, $106,976 1929 
and $111,549 1930. might 
anticipated view the number 
smaller banks going out business 
the circulation privilege also tend- 
ing more and more larger banks. 
The average capitalization issuing 
banks 1928 was approximately 
$208,000; 1929 was $218,000, and 
1930 was $244,000. 

Nevertheless, the size bank 
not controlling factor. The practice 
note issues varies more with local- 
ity than size and fact varies ex- 
actly the opposite way between the 
eastern and western banks. the 
country national banks the New 
England states 91.8 per cent issue 
circulation, while the Pacific Coast 
the proportion banks issue 
the whole number only 64.7 per 
cent. the eastern states the pro- 
portion issuing banks 84.6 per 
cent; the southern states, per 
cent; the Middle West 88.7 per 
cent; and the western states 71.4 
per cent. the other hand, the 
larger country banks New England 
not issue notes, the non-issuing 
banks having average capital 
$255,000 compared with aver- 
age $189,000 for banks issue; 
while the Pacific Coast the larger 
country banks issue notes and the 
smaller banks not, the proportion- 
ate average capital the two classes 
being $115,000 $75,000. The banks 
issue the western states average 
larger than the non-issuing banks. 
the other sections the country there 
little difference size between 
banks issue and others. 


Profitable? 


ITH great variation the 

note issuing practices the 

banks the several parts the coun- 
try, evident that general rule 
can laid down the profitable- 
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ness such issues. Profits 
times are narrow and the opinion 
Federal banking authorities the 
matter local prestige and advertis- 
ing one the important factors 
note issues. Profits also vary with 
conditions. Two years ago one the 
largest banks Washington retired 
its note circulation the ground that 
was unprofitable. Recently the 


-same bank reentered the note issue 


field heavily the ground that under 
present conditions such issues were 
profitable. many factors enter into 
calculations profits that general 
rule can laid down which will ap- 
ply all parts the country any 
one time. There is, the one hand, 
the varying cost bonds and 
the other hand the varying earnings 
from interest. the last Comptrol- 
ler’s year, from Nov. 1929, Oct. 
1930, the maximum range for the 
Panama bonds and consols was from 
101% the latter part November, 
1929, 104 January and February, 
1930, the range being the same, 
though the prices the several issues 
varied slightly times. The average 
profit notes based Panama bonds 
the first ten months 1930 cal- 
culated the Comptroller’s office 
the basis $100,000 issue was 0.579 
per cent, the calculated profit ranging 
from 0.495 per cent January, 1930, 
when the price bonds was its 
highest 0.653 per cent July, 1930, 
when bonds were comparatively low. 
The profit $100,000 issue July, 
1930, figured the Comptroller’s 
office was shown the table be- 
low. 

While the range the price 
bonds small, great enough 
times involve risk loss the 
resale bonds the retirement 
the circulation. The above calcula- 
tion also based sinking fund al- 
lowances for Panama bonds. Since 
the consols are already payable the 
pleasure the Government, im- 
possible calculate sinking fund re- 
quirements, but view the fact 
that the prices these several bond 

(Continued page 116) 


Cost Bonds, $102,340 


Expenses 62.50 
Sinking Fund................. 
Net Receipts 6,808.44 
$7,700.00 

Net Receipts ............ $6,808.44 
$6,808.44 


Interest $2,000.00 
Interest Circulation ....... 5,700.00 


$7,700.00 
$7,700.00 
Interest Cost Per Cent. .$6,140.40 


$6,808.44 


Profit 0.6527 Per Cent Cost 
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Burroughs 


for TRANSIT LETTERS 


and PROVING 


designed for the work. brings substantial returns any bank, 
while saving the expense providing two kinds equipment. 


proving, handles items small batches, making batch sheet 
for the bank’s records and tape accompany items—both originals 
—in one operation. Errors, localized few items, are thus easily 
checked and work finished time. 


transit letters this machine enables the bank use the Numeri- 
cal Transit System. Positively identifies payer and endorser 

with every amount. Prints all totals and all identification 
numbers red. Built for exceedingly fast operation. 


Moreover, the Burroughs Proof-Transit Machine may 
used for all miscellaneous adding and listing. Every bank 
should know the results produces and the savings 
nearest Burroughs office. 


BURROUGHS ADDING MACHINE CO., DETROIT, MICH. 


Interior Proof Department Batch Sheet 
Batch Number 


CREDITS DEBITS 


DEPOSITS 


CLEARING HOUSE | CLEARING HOUSE 


$935 
614 
448 
161 
First NATIONAL BANK 
495 240 
BURROUGHSVILLE 
CORRESPONDENT BANK, DEC 
65.31 5.00 
We enclose herewith for Collection and Credit items as listed below: 3322 1660 
WIRE NON-PAYMENT OF ALL ITEMS, $500 OR OVER, GIVING ENDORSER. 10.00 & 240 
not protest items $10 under, bearing this stamp 
or similar authority of a preceding endorser. JOHN BLANK, Cashier 
Enoonser 100.00 24640 
S3933 8362 
40.00 32168 
18960 15.00 
83749 1.78412 
422 208884 
38 


ITH speed and simplicity this one machine does both proving 
and transit, each with the efficiency machine specially 


BURROUGHS 
PROOF-TRANSIT 
MACHINE 


When writing advertisers please mention the American Bankers Association Journal 
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NUMBER ONE THE FIRST WISCONSIN YOUR MILWAUKEE CORRESPONDENT 


you can depend First Wisconsin 


Our facilities for Extensive experience has giv- 


service are complete sound understanding 


The officers the requirements banks 


charge our Banks every section Wisconsin. 
and Bankers Division give their un- (More than two-thirds all the 
divided personal attention the banks Wisconsin are First Wis- 


problems our correspondents.) 


FIRST WISCONSIN NATIONAL BANK 


MILWAUKEE 


Unit Wisconsin Bankshares Group Combined Resources over $300,000,000 


When writing advertisers please mention the American Bankers Association Journal 
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Method Obtain Profit Margins 


BARCLAY 
First National Bank, Mason City, Iowa 


Service Charge Based Ratio Balance Activity Corrects 
Certain Losses and Guarantees Some Revenue from Least Profit- 
able Accounts. Book Balance Less Than Necessary Bal- 
ance Plus Float, Bank Makes Charge Per Cent Deficit. 


establish any form activity 
charge simply name 
maximum price which the 
bank will purchase its raw ma- 
Why should banks reluc- 
tant establish definite buying 
prices the commodity which they 
deal? the old method buying 
entirely satisfactory; there fear 
that definite rate would enlighten 
the few highly profitable accounts 
how cheaply they are selling their 
deposits? 
This fear seems 
without real foun- 


the activity cost items deposited, 
and requires sister charge the 
form float-charge high enough 
cover handling cost well float 
loss. This float charge, turn, makes 
ableness account, and necessitates 
another exception the form 
waived charges one per cent 
the balance. the whole, these 
charges have been quite successful. 
However, must still analyze the 


dated the activity count, instituted 
sliding scale balance activity ra- 
tios, and otherwise adapted it, but the 
plan basically the same origi- 
nally set up. 

The slip shown Figure (face 
and reverse sides) and complete 
itself; requiring other record, 
carbon, charge. The purpose the 
“Balance Necessary” charge may 
stated follows: 

cover float, minus balance, and 
activity charges 
one charge. 


avoid 
charging accounts 


dation, whose balances are 
le 2 | ealence made necessary accoun' acuiv y 
only slightly Float (deposits not cash) float, activity, and 
tive accounts are reasonable profit. 
usually such for TOTAL BOOK BALANCE NECESSARY 
good reasons ACTUAL AVERAGE BOOK BALANCE FOR MAT 
dise. un- ratios (recognizing 
educed scale 
that the establish 


ment 

ance-to-activity ratio, purchase 
price, would startle highly profitable 
accounts into demanding interest 
balances. But what did? They 
are entiled it; and the cessation 
losses the many balances which 
are over-paid for, the way ac- 
handling costs interest, 
would cover the additional interest 
many times over. 


Inaugurate 


can activity charge in- 
augurated? has been done 

different ways. One way re- 
quire balance least $100, per- 
mit five free checks with one addi- 
tional check for each $10 balance 
over the first $100, and charge four 
cents for each check drawn excess 
the number permitted the bal- 
ance. This plan necessitates excep- 
tions regard pay-roll accounts; 
fact, often applied personal 
accounts only. Then again, neglects 


firm accounts, see that their “on 
us” activity not out line with 
their balances; and then strive 
keep them profitable through personal 
contact. 

Why not base charge the 
analysis itself, that losses are auto- 
matically paid for and charges are 
automatically waived profitable ac- 
counts? With, course, one dis- 
tinction between Charge and Analysis: 
charge must insure minimum mar- 
gin profit, while account analysis 
merely determines whether there 
profit, and so, what the rate is. 


1929, Young the Com- 

merce Trust Company, Kansas 
City, advocated plan under which 
float added the balance made 
necessary activity, and this 
total exceeds the actual balance 
assumed the bank has supplied the 
difference and entitled interest 
the “loan.” have reduced the 
plan one-record form, consoli- 


ate cost”), thus 
avoiding placing burden pay-roll ac- 
counts, and others like nature. 

achieve the greatest simplicity 
consistent with accuracy. 

coordinate with tables float 
charges, that those tables can ap- 
plied out-of-town items cashed the 
counter; and that those tables can 
used depositors who wish pass pos- 
sible charges back the sources the 
items, 

Points one and two are fulfilled 
the nature the charge slip. 
ance necessary cover activity 
added balance necessary cover 
actual float, and this sum greater 
than actual book balance charge 
made the deficit. the actual book 
balance exceeds the necessary balance, 
there automatically charge. 


Twelve Groups 


solution point three was 
obtained follows: actual test 
the 1929-30 analyses figures, was 
found that accounts can classified 
“activity natural 
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groups, ranging from accounts with 
activity only few units 
month accounts with act:vity 
over 7000 units month. Figure 
shows this classification. Each out- 
of-town item deposited was counted 
one unit; each clearing item deposited 
was counted one-half unit, the per- 
item handling cost being one-half that 
out-of-town items; and each check 
drawn was counted three and one- 
half units, the per-item handling cost, 
including the cost handling de- 
posits, being three and one-half times 
the per-item cost out-of-town items. 

The practice account analysis 
has been apply the same rate 
per-item cost all accounts, 
less activity. This practice would 
seem flagrant disregard the prin- 
ciple “greater volume, lower propor- 
tionate cost.” 

have hand the year’s analysis 
account which serves illus- 
trate this fact. January this ac- 
count had net balance $11,000, 
activity 375 units, showed 
profit $5.16, after deducting inter- 
est paid balance, etc. May this 
account had net balance $54,000, 
activity 4251 units, and showed 
loss $5. 

Did the 4251 units May cost over 
eleven times much the 375 units 
January? does not appear so. 
matter fact, our expenses were 
less May than January, but that 
has little nothing the 
matter. What happened was that our 
per-item costs were less May than 
January, due increased activity 


volume with increase expenses. 


Sliding Scale Rates 


is, course, impractical at- 
tempt monthly revision cost 
rates, would place different 
value, month 
month, un- 


CLEARINGS 


counts. The solu- ITEMS 
tion apply DEPOSITS 

the change rate 

the accounts ACTIVITY GROUPS 
responsible for 


the change: 
hence sliding 
scale rates. 

Figure the 


rate reduced 
.0004, 
group, until the 


last greatest- 
activity group has 
rate one-third 
less than that 
ity group. 

Now apply this 
scale the ac- 


500 
ITEMS 
2800 


When book balance fails cover 
activity requirements, 
tho bank effect,supplied 


balances averaging under $100, 
that charge entitles you to. 
the activity permitted $200 


Activity values based actual 
hendling 

check 

out-of-town item deposited 
clearing item deposited 


Scale belance/activity ratios 
Bel Act Bal Act 
32, 1500 355 
133 6000 1630 
155 7000 1901 
2037 
206 9000 2444 


Reverse side Figure 


count question. The 375 units 
January place the account first 
group which has rate .0124 
per unit; then the 4251 units May 
place the account group 13, which 
has rate .0104 per unit. this 
basis the January profit was $5.20 
and the May profit was which 
indicates that the increased balance 


400 ,000 2,035.38 
1,416,157 32,052.13 


BASIS 


BASIS OF RATE 


PREVIOUS 


MARGIN (9.67%) 


Figure 2—Classification Activity Groups 


BASIS 


SCALE 
TOTAL. AV. cost 
UNITS PER ACCT. 
PER MONTH 
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was about line with the increased 
activity. 

The scale rates (Figure again) 
based total cost figure ex- 
ceeding the actual figure per 
cent—a margin designed absorb loss 
activity and establish absolute 
minimum profit from the least 
profitable actounts. table 
ance activity ratios next prepared. 


Computing Float 


OINT consis- 

tent with accuracy—is embodied 
the form float and activity rec- 
ords. Float, computed from the de- 
posits, reduced one-figure-daily 
basis multiplying each amount 
the number days will out- 
standing and recording only the total. 
the same time, deposit activity 
reduced one-figure basis simply 
counting each out-of-town item 
one and each clearing item one-half. 
“On Us” items deposited are not 
counted. this way necessary 
run through deposit only once 
and jot down two figures the back: 
float total and activity total, 
transferred the charge slip record 
the following day. Most deposits 
could computed others 
machine would hurry the deposits 
along. “split-keyboard” machine 
simple alteration that can made 


any machine order show float 


total and activity total large de- 
posits one operation the end 
the record column the slip 
blank space provided for the number 
checks drawn, multiplied 3%, 
which figure will taken from the 
statement stub, where the statement 
clerk has jotted down the time 
the average book balance deter- 
mined. 

Point Five—the coordination 
Charge Plan and 
Float Charge—is 
almost self-ex- 
planatory. The 
rate interest 
float items 
cashed the 
counter must 
the same that 
charged 
ance deficits 
deposit accounts. 
The handling cost 
greater, how- 
ever, over-the- 
counter items; 
shown .05 
the 
(Figure 2). 
that basis, the 
over the coun- 

(Continued 

page 117) 
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arble building 


Bank, Washington, Gordon, Tracy Swartout, and Stanley 
Simmons, Archt., Thompson-Starrett Co., Inc., photograph taken 1931, the other 1906. 


HERE change the Georgia 

the surroundings have 
changed. The lunch rocm the right has 
worn several new fronts during the past 
twenty-five years; theatre has been built 
the left; the runabout with its duggy top 
has given way the sleeker motor cars 
today; Brownie and Pete have been out 
the harness for score years. 


WHAT CHANGES WILL ANOTHER 
QUARTER CENTURY BRING? 


photograph taken 1956 will doubt 
show new building the right, new 
types motor cars the street, making 
today’s models look angular and clumsy, 
and possibly small helicopter hovering 
the air waiting drop into any parking 
space that might open up. 

But through all these changes, this 
Georgia Marble will still sound and 
five years ago, because Georgia Marble 
non-absorptive. This essential quality de- 
prives the elements their favorite 
method attack getting below the 


THE 
GEORGIA MARBLE 


COMPANY 


ow 


Tate, Georgia 
New York Broadway 


874 Bona Allen Bldg. 
200 Keith Bldg. 


Industries Bldg. 


CLEVELAND 


surface and working havoc under cover. 
Georgia Marble being practically im- 
pervious moisture, time and the elements 
can not dull its sparkling beauty. Georgia 
Marble easily and economically cleaned 
—removing any dirt that has collected 
the surface reveals its original beauty. 


FREEDOM FROM REPAIR EXPENSE 


This marble bank exterior proving 
sound investment. will continue pay 
dividends beauty, dignity and freedom 
from repair expense long the owners 
care let the building stand. 


INEXHAUSTIBLE SUPPLY +: STRICT 
ADHERENCE TO DELIVERY SCHEDULES 


safe use Georgia Marble any 
building program that likely extend 
over period years. The same superior 
grade durable crystalline marble 
available for many centuries. Our quarries 
and finishing plants are operation 
throughout the year. Architects and 
General Building Contractors appreciate 
our strict adherence delivery schedules. 


When writing advertisers please mention the American Bankers Association Journal 
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“And have said was good, too. You 
couldn’t have detected any flaws, yet was 
check originally drawn for $250 and cashed 
for $2500. The check one our best 
customers, bearing his authorized signature, 
and perforated check-writer. Naturally 
paid it. But when the cancelled check 
went out our customer, soon found 
that were out $2250. Out, that is, until 
Hartford sent check cover the loss”. 


More than seven billion checks and negoti- 
able items pass through the hands bankers 
this country every year. fertile field for 
the forger, check-raiser, and crook. And 
plys his trade the estimated tune 


LOOKED ALL RIGHT— 


case from the Hartford Records: 


$200,000,000 annually. Safety Paper, check-writers, care signing and executing—all these help, but one all 
perfect defense against the operations these criminals. The only and that 
afforded insurance. And the Hartford can provide you with this protection through the forgery clause Hartford 
Bankers’ Blanket Bond Banker’s Blanket Forgery and Alteration Policy. Ask your Hartford for rates and 
details these policies for facts and figures all the Hartford line for bankers, brokers and financial institutions. 


of the Hartford agent look 
under your tele- 
phone book. If he isn’t listed 


gery Insurance 


write the Hartford Fire In- ages Policies 
surance Co., Hartford, Conn. Liability Policies. All other regularly recognized forms protection are available. 


you not know the name TheTwo Hartfords offer Bankers: Bankers’ Blanket Bonds Fidelity Bonds For- 


Registered Mail Insurance Fire Insurance Aircraft Insurance 
Burglary Insurance Interior Hold-Up Policies Messenger Hold-Up Policies Dam- 


Burglary and Robbery Plate Glass Policies General 


HARTFORD FIRE INSURANCE COMPANY ano 


HARTFORD ACCIDENT INDEMNITY COMPANY conn. 
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$11,000,000,000 Small Loans 


HOWARD WRIGHT HAINES 


Cashier, The First State Bank, Kansas City, Kansas. 


Total Includes Loans Life Insurance Policies, Instalment 
Sales, Open Book Accounts, Veterans’ Loans, Various Lending 
Agencies and $1,150,000,000 Advanced Commercial Banks. 
Well Organized Departments Are Able Operate Profit. 


NNUALLY requires ex- 
cess $11,000,000,000 take 
care small borrowers the 


United States. This total in- 
cludes $2,600,000,000 instalment sales, 
which have been defined indi- 
rect form personal credit; $2,500,- 
000,000 open book accounts; $2,400,- 
000,000 life insurance loans 
policy holders and United States Vet- 
eran loans; and $1,150,000,000 made 
commercial banks. also includes 
$2,698,500,000 advances made 
pawn-brokers, personal finance com- 
panies, industrial banks, saving and 
loan associations, unlicensed lenders 
and other smaller agencies. 

From these figures seen that 
commercial banks are the fourth larg- 
est makers small loans—an indus- 
try that has reached enormous pro- 
portions amazingly short time. 
During most America’s banking 
history our institutions have called 
themselves wholesalers credit. The 
growth and development our bank- 
ing system has brought about grad- 
ual accumulation small individual 
short-time notes, usually for accommo- 
dation certain customers and not 
because the bank wished cater 
this type borrower. 


Considered Troublesome 


loans require many de- 
tails handling,” bankers have 
said truthfully, and have gone along 
making their share personal ad- 
vances year and year out, feeling 
was burden necessitated the 
temporary financial needs clients 
who formerly were, might some 
day be, valuable bigger way. 
While bankers thus unconsciously 
built billion more and be- 
came one the four largest retailers 
credit well wholesalers, few 
bankers took upon themselves 
analyze the cost small loans. Find- 
ings proved beyond doubt that many 
institutions handling thirty, sixty 
and ninety-day notes small fees had 
been losing money for years, some 
large way. True their usual en- 
ergetic spirit our bankers proposed 


Social Aspects 


computing the profit 

small loan depart- 
ment banker must include 
the fact that twenty-three 
out one hundred borrow- 
eventually graduate 
nine-tenths all personal 
loans are made the bet- 
ter paid classes, says this 
writer, such the follow- 
ing: clerical workers, rail- 
road men, business men, 
bookkeepers, machinists, 
government employees, elec- 
tricians, teachers, news- 
paper men and wood work- 
ers. 


that petty loans—since they had 
grown unannounced such propor- 
tions that they not only affected bank 
profits, but also national prosperity— 
should washed up, placed or- 
ganized basis, and handled profit 
instead loss. 

This decision large banks 
1925 and later, whereby personal loan 
departments were opened specialize 
deferred payment loans large 
scale, invited the scrutiny all banks. 
number promptly adopted the plan, 
others not fond spectacular inno- 
vations, waited for further announce- 
ments. Six years have seen the open- 
ing approximately 300 organized 
personal loan plans with marked suc- 
cess and steady growth. 


into savers. 


Necessary Service 


ENERALLY the entrance le- 

gitimate banks into the field 
personal finance has been dedicated 
the proposition that the consuming 
public, well investors, producers 
and owners industry, should have 
worthy credit reasonable rates. 


And, second, that borrowers small 
income should encouraged adopt 
principles sound financial engi- 
neering. 

has been said that financially 
speaking our population divided into 
three classes: Those who save; those 
who spend all they make; and those 
who spend more than they make. 
spite the huge total personal 
credit extended, those who save are 
the majority But, peculiar 
may seem, those who save need small 
loans much the others. this 
class that great mass people who 
accumulate wealth limited amounts 
consistent budgeting their in- 
come. Ultimately they launch forth 
commercial enterprises small 
proportions, which require the assist- 
ance personal loan bankers. Money 
borrowed make money. 


The Careless Spenders 


HOSE who spend all they make 

present quite different picture. 
Obviously this type spender go- 
ing run into squall time. Death, 
accidents, unemployment and other 
forms emergency are not passing 
the man who merrily lives 
today. Ultimately hit what 
calls misfortune, but which often 
good luck disguise, provided 
turns his course. such times the 
small loan banker has ample opportun- 
ity drive home the principle con- 
sistent saving. 

The person who spends excess 
his income not always chronic, nor 
solely blame. More frequently 
the victim circumstances the 
salesmanship others. either 
case, usually applies for small loans. 
spending all one makes results 
trouble, logical reason that 
spending more than earned will 
bring worse complications allowed 
continue. most people 
not far with over-spending. Dire 
consequences appear check them be- 
fore tragedy results. 

Classifying 50,000 personal loans 
twenty banks found that 
per cent borrowed for the purpose 


4q 
d 
q 
| 
| | 
4 


AMERICAN BANKERS ASSOCIATION JOURNAL 


consolidating debts and loans. The 
fact they propose pay off cred- 
itors and owe one place may 
prompted desire discontinue 
spending more than they make, 
the fact that creditors threaten harsh 
collection methods. trouble is,” 
says the mill-worker who seeks per- 
sonal loan, “my salary was reduced 
from $200 $150 last fall and then 
about month ago they put 
five-day week. course all these 
drops are good thing. means 
that none are cut entirely off.” 

this type wage-earner who 
finds his monthly payments amount- 
ing more than his check because 
fault his. And this man 
whom the small loan department 
serving with marked results. The 
banker who combines the accounts ac- 
complishes three distinct benefits. 
First, the worker finds mental satis- 
faction the new arrangement which 
relieves him worry and allows him 
about his daily routine more 
efficient manner. Second, the worker 
pays his obligations full, thus re- 
taining his credit and assisting the 
merchants who have carried And, 
third, the borrower and his family 
are permitted retain those com- 
modities which contribute better 
living conditions. 

Out 100 loans bankers find that 
twenty-three graduate 
Thus thousands are passing from non- 
savers the smooth waters thrifty 
living. The ultimate effect the small 
loan department upon the myriad 
numbers who pass under its shadow 
must vitally improve economic condi- 
tions. Small loans have developed 
tonic, which may taken with dis- 
wise. They tend offset failing am- 
bition and are frequently the means 
sustaining faith and morale push 
ahead instead falling lower levels. 


True, not all borrowers can climb, 
but the small loan department op- 
erates clearinghouse work out 
each particular personal equation, 
can exert pressure bring about ulti- 
mate improvement. loan 
men possess the advantage having 
watched thousands borrowers and 
are constantly passing along their ex- 
perience others. 


Specific Purposes 


ILE per cent borrow 
consolidate debt, found that 

per cent use the loans for medical 
service, per cent purchase home 
ecuipment, per cent pay taxes, in- 
surance, improve property, per 
cent borrow for educational purposes, 
per cent invest business other- 
wise, per cent assist relatives, per 


cent goes for vacations, funerals, wed- 
dings, leaving per cent for miscel- 
laneous purposes. 

More than per cent personal 
loans are made the better paid 
classes, such clerical workers, rail- 
road men, heads departments and 
business men, stenographers, book- 
keepers, machinists, government em- 
ployees, electricians, teachers, news- 
paper men and wood-workers. 

The banker has developed accurate 
methods for determining whether 
not applicant should granted 
loan. The prospective borrower fills 
out questionnaire giving personal 
information and list references. 
After talk with the applicant the 
banker supplements his own conclu- 
sions obtaining reports from 
credit bureau calling references 
directly. Practically all borrowers 
are required salary basis, 
although there are exceptions this 
rule. 

appears that small loan makers 
have beneficial effect borrowers, 
due the volume that 
comes banks. Inasmuch ac- 
quaintances freouently endorse for 
one another, news the plan soon 
gated credit rating fully care- 
fully borrowers. The co-endorse- 
ment importance both the bank 
and the borrower. stimulates the 
prompt payments and fre- 
makes both borrower and en- 
dorsers permanent customers. 

said that per cent en- 
dorsed notes pay off almost without 
collection costs. Less than per cent 
are paid endorsers, while total 
losses among fifty banks during the 
past three years have averaged only 
one-fifth per cent. 


Costs and Rates 


URING the past six has 

been shown that means or- 
ganized forces the bank, small loans 
may made rates never before 
thought possible. For example, one 
large institution has adopted and 
maintained rate 5.6 per cent, 
while others have advanced funds 
per cent. Many loan per cent, 
all rates being discount basis, 
whereby interest deducted the 
outset and the borrower required 
make only flat monthly payments. 
Many banks have gone step fur- 
ther giving each borrower re- 
bate per cent when the loan 
paid. This done placing each 
monthly savings account 
that this plan impresses the borrower 
with the value saving because 
found that many elect continue their 
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savings account. assumed that 
this process when put into operation 
generally will prove effective im- 
proving individual management. 

Economists have recently put forth 
the theory that personal loans act 
stabilizers for borrowers. appears 
correct reason that when loans are 
used for the purchase commodities 
they would have such effect. Once 
man woman has accumulated 
degree wealth, even though 
only personal property, the value 
consistent saving has been demon- 
strated extent not possible 
any other means. Tangible ownership 
stimulates desire for further at- 
tainment and opens our eyes the 
logical method. 


Essential Safeguards 


must not construed, however, 

that the path the small loan ex- 
ecutive free from obstacles. Safe- 
guards must continually erected 
prevent future losses for the borrow- 
and the bank. Small borrowers are 
just optimistic larger borrowers. 
them the future almost always 
full promise. Hope springs eternal 
—and well that does—for some 
day through continual ceaseless effort 
certain proportion our clients find 
success. Far from the loan man 
suppress ambition. Let him only 
show the borrower how temper 
wisely with discretion. Loans must 
limited amount accordance with 
the borrower’s income. From per 
cent per cent the rule, taking 
the applicant’s yearly income into con- 
sideration. loan more, frequently 
means disaster. Again, the purpose 
the loan must watched. Bor- 
rowers have saved thousands because 
bankers would not loan for unworthy 
imprudent causes. 


Gradually but surely the small loan 
has reached new heights. Regarded 
for centuries curse has been 
dragged from the dust, stripped its 
usurious raiment, and granted place 
repute the minds men. 
the present process reincarnation 
our bankers are playing leading 
role. Instead zealously seeking bor- 
rowers who may captured and kept 
the books for years—creatures sup- 
pressed unscrupulous profits—the 
legitimate bank seeks eliminate 
debt from its borrowers. made 
clear the borrowing public that in- 
terest secondary the borrower’s 
best interests. Luxuries are discour- 
aged and the clientele the small 
loan department offered the best 
erly used, personal credit offers 
short cut greater wealth, health and 
happiness. 
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Broadened Facilities 
and Experience 


small, almost frontier city, The First National Bank 
Chicago was organized 1863. Its growth has reflected the 
growth the territory which Chicago the commercial 
and financial center. 


From little more than local bank the First National and 
its affiliate, the First Union Trust and Savings Bank, have 
developed nation-wide and international connections with 
facilities for the prompt and efficient handling financial 
business every part the world. 


The Banks and Bankers Division feature the specialized 
organization which has characterized this bank for the past 
twenty-five years. intimate contact with business de- 
velopments, national and international, maintained. 


The First National 
Bank Chicago 


Affiliated 
First Union Trust 
and Savings Bank 


When writing to advertisers please mention the American Bankers Association Journal 
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—from the celebrated painting by Millet 


“THE MAN WITH THE HOE” 


“Bowed by the weight of centuries he leans 
Upon his hoe and gazes on the ground, 
The emptiness of ages in his face, 
And his back the burden the world. 


Whose breath blew out the light within this brain? 


Is this the thing the Lord God made and gave 
have dominion over sea and land?” 


—Copyrighted by Edwin Markham, 
the poet, and used with his permission 


and the Golden 


RAGIC shadow falling across the 

pages human history—the shadow 

the man with the hoe. the 
bent shoulders the man with the hoe 
lay the relentless burden the world’s 
needs. Through all the ages, whatever 
the land, had toiled desperately for 
food and for life itself that could not 
lift his face the light. 


Then, one hundred years ago, the 
land promise, came event destined 
lighten the labors and free the talents 
men. Cyrus Hall McCormick invented 
the reaper, and made cheap bread 
reality before the millions. 


The McCormick reaper multiplied 
many-fold man’s strength for the grim 
battle against hunger. Thus began the con- 
quest the harvest, boundless victory. 
Over the horizon then rose the vision 
mechanized agriculture, lighting the eyes 
and quickening the hearts men. Inven- 
tion came crowding after invention the 
train the reaper and the Golden Age 
was hand. 


International Harvester, the time 
this Centennial, pauses look upon the 
the century ofprogress. 
All crops and all operations the march 
Agriculture were touched the magic 
the machine. Plowing and tilling, plant- 
ing, cultivating, and harvesting moved ma- 
jestically routine the seasons, 
governed bymen nosturdier 
but armed now with the powers giants. 


And the busy hum farm machines 
swept onward with the course empire 
and spanned oceans all lands, the few 
began feed the many. Machines were 


CENTENNIAL THE 
REAPER 1831-1931 


INTERNATIONAL 
Agriculture 


releasing men from the fields for the build- 
ing industry. Civilization new order 
rose upon the foundations the past. 
Such the measure the achievement 
the farmer. Suchis the glory Agriculture. 


The man with the hoe has straightened 
his bent back and come into his own. 
has taken power and machines, ever more 
saving toil and labor, out among the 
natural resources that are his birthright 
and set the new domain enlightened 
Agriculture. The light within his brain, 
blown out ages past and now re-lighted, 
has shown him the way heights beyond 
the hopes and dreams the peasantry 
older time. 


From his comfortable farmstead, what- 
ever the land, the well-equipped farmer 
serves all men, and industry its turn 
provides him and his family with the fruits 
interlocking civilization. The Inter- 
national Harvester Company, grateful 
have played part the making the 
modern era, pledges itself anew the 
service Agriculture and Industry. 


INTERNATIONAL HARVESTER COMPANY 


606 So. Michigan Ave. 


AMERICA 


Chicago, 
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$903,000,000 Deficit—Then 


What? 


MORRIS EDWARDS 


Causes the Striking Discrepancy Between Budget 1931 and 
Actual Experience. Why Congress Cannot Stand Against 


the Demands Noisy Minorities. 


Effect the Moratorium. 


Chances Are Against Major Tax Revision Plan Present. 


HEN the Federal Govern- 

ment closed its 1931 fiscal 

year June was 

scarcely occasion for re- 
joicing. The showing was deficit 
$903,000,000 the operations 
the year. was the first deficit since 
Federal fiscal affairs were returned 
peace-time basis following the World 
War. Not very many years before 
the war, $903,000,000 would have 
financed the entire expenditure the 
National Government. 

The year-end statement also noted 
the appearance stepchild the 
deficit, increase during the year 
$463,000,000 the national debt. 
This likewise was the first fiscal period 
decade which the debt was not 
reduced. 

The contrast between the fiscal ex- 
perience 1931 and that 1930 was 
arrestingly sharp. Revenues had de- 
clined $857,000,000, or, roughly, 
per cent. This was due principally 
toboggan-slide income tax re- 
ceipts and shrinkage customs col- 
lections. Expenditures had increased 
$275,000,000. doubt small part 
the increase was due fractional 
advance general operating expenses, 
but much larger part was attribu- 
table appropriations emer- 
gency nature. 


Striking Discrepancy 


QUALLY striking, not more so, 
was the discrepancy between the 
budget and actual experience 1931. 
The budget, made public December, 
1929, estimated that the 1931 year 
would close with the modest surplus 
$123,000,000 instead the un- 
precedented deficit 
$903,000,000. The net change from 
plan recorded fact was more than 
one billion dollars. This was very 
nearly, not actually, the largest 
variation between estimate and ex- 
perience since the budget system was 
instituted. 
The deficit and the debt increase 
obviously were the salient elements 


the year-end statement. After all, 
however, results such magnitude 
were only the net aggregate many 
other changes the Government’s 
fiscal position, changes which them- 
selves certainly were not without sig- 
nificance. For example, noted 
above, the increase 1931 expendi- 
tures over the 1930 total was $275,- 
000,000. This was simply the net in- 
crease arrived combining many 
items, some increases and others de- 
creases. 


Major Decreases 


AJOR decreases expenditures 

under those 1930 were (1) 
$109,000,000 payments debt prin- 
cipal, representing the use for operat- 
ing purposes interest receipts 
foreign debt settlements, hitherto ap- 
plied reduction the debt; (2) 
$64,000,000, nearly per cent, less 
refunds income tax and other in- 
ternal revenue collections, and (3) 
$48,000,000 less interest the 
public debt. The last item reflects 
skillful Treasury management the 
face sizable advance the 
amount interest-bearing debt out- 
standing. 

Thus, for net increase $275,- 
000,000 recorded the expendi- 
tures column, other items expense 
had increase more than $400,- 
000,000. The major items increase 
were (1) $228,000,000 depart- 
mental operating expenditures, re- 
flecting principally additional public 
building construction and augmenta- 
tion Federal aid for highway con- 
struction; (2) $112,000,000 vet- 
erans’ adjusted service certificates, 
representing the moving forward into 
the 1931 year items which nor- 
mally would have been chargeable 
1932; (8) additional $54,000,000 
postal deficit, and (4) additional 
$41,000,000 for the Federal Farm 
Board. 

net change the fiscal situation 
more than one billion dollars 
single year cannot simply passed 


over with lifted eyebrow, especially 
when that change the same time 
marks the transition from period 
surpluses one actual and pros- 
pective deficits. provides timely 
occasion identify the factors which 
produced such striking change, 
assay the prospects the current 
year, and ponder over what changes, 
any, the Federal revenue system 
may either necessitated encour- 
aged the new set circumstances. 

the first point—what caused the 
answer clear. The 
business depression. But the business 
depression operated more than one 
direction. Its two-edged effect should 
not ignored. might expect- 
ed, seriously affected the taxable 
income corporations and individ- 
uals. Similarly, period low and 
declining securities values unques- 
tionably yielded harvest capital 
losses deductible from taxable income, 
just previous years advanc- 
ing securities level had produced 
sizable crops taxable capital gains. 
The depression, moreover, cut like 
hot knife through the butter cus- 
toms receipts. 


the Days Surpluses 


XPENDITURES constitute es- 

pecially interesting aspect the 
situation, one which hitherto has been 
pushed into the background the 
long succession Treasury surpluses. 
When there were surpluses, even the 
most extraordinary expenditures could 
financed from available funds with- 
out compelling the levy corre- 
sponding tax. Under such conditions, 
the free-handed distribution con- 
gressional largesse had only the effect 
making the year-end surplus little 
less than otherwise might have 
been. 

period actual and imminent 
deficits, however, the yielding 
Congress importunities for more 
money for this, and more money for 
that, carries with the responsibility 
for adding uncomfortable defi- 
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ciency which, sooner later, must 
financed either from added debt 
increased taxes. The open-handed 
public spender longer can say loft- 
ily, “Oh, just take this $100,000,000 
out the Treasury 
stead, must get down such brass 
tacks as, “One hundred million, spent 
increase one-half per cent the 
income tax, excise tax upon 
intimate linking proposed expendi- 
tures with new taxes required 
finance them may have sobering and 
restraining influence public 
spending policies, both and out 
Congress. 

The expenditures side the deficit 
makes pertinent examination the 
machinery which expenditures are 
voted and made. The normal opera- 
tions the Government are budgeted. 
Each year elaborate and meticu- 
lously prepared budget drawn, em- 
bracing operations already under way 
and appropriations already 
Have illusion about this: The 
budget machinery 
ably public funds the United 
States are expended after better plan- 
ning and with more positive control 
than the budgeted expenditures the 
Federal Government. 

The budget, however, 
tions. embraces only part the 
drafted the executive departments, 
additional expenditures can and 
are voted Congress. The bulk 
the expense increases within recent 
the increases which stand out the 
1931 deficit—have been recorded 
the unbudgeted items. These are con- 
gressional, not executive, expenditures. 
When, the spring and summer 
each year, the President combs over 
mined effort effect economies which 
will help balance the budget, the 
expenditures which may voted out- 
side the budget are not within his 
purview. scraping and squeezing 
among the normal operations the 
administrative departments, may 
lay hands upon few million dollars 
savings. This year endeavor- 
ing cut $100,000,000 $125,000,- 
000 from the prospective 1932 and 
1933 expenditures. But these savings, 
achieved with such effort after months 
planning and cutting and trim- 
ming, may be, and with unfortunate 
frequency are, more than offset 
single extraordinary appropriation 
voted Congress after brief delib- 
eration. Once such appropriations are 
voted, simply the Treasury 
finance them for the time being, 


and the Budget Bureau in- 
corporate subsequent budgets those 
recurring nature. 

Inasmuch this discussion has 
trod upon congressional toes, 
more than fair examine the rela- 
tion Congress such unbudgeted 
expenditures. Since the present pur- 
pose simply appraise the situa- 
tion, comment intended concern- 
ing the wisdom such supplemen- 
tary Congressional appropriations, 
but inescapable and vital fact 
that unbalanced fiscal condition 
originating plummet-like drop 
expected revenues has been, and still 
being, sorely aggravated these 
additional expense items. 


The Pressure Congress 


superficially easy, almost con- 
vincing, say that Congress has 

been the irrepressible and irresponsi- 
ble force which upset the expenditure 
side the 1931 budget. But also 
superficially unjust. With respect 
expenditures—especially those spur- 
of-the-moment proposals which bob 
times which are most inopportune 
from fiscal standpoint Congress 
manifestly the hapless position 
being betwixt and between. 
the one hand, menaced and blud- 
geoned astonishingly articulate 
minority groups, clamoring threaten- 
ingly for special appropriations fur- 
therance their particular interests, 
and buttressing their demands with 
highly organized “expressions sen- 
timent” Congress from the folks 
back home. the other hand, even 
Congress desires—as usually does 
—to protect the taxpaying elements 
the country from expenditures 
doubtful value which will compel un- 
economic and excessive taxes, can 
expect from those 
thanks for its efforts, and only negli- 
gible political support offset the 
blocks votes alienated when noisy 
minority groups are rebuffed. 

easy for one, taking his arm- 
chair ease over his after-dinner coffee, 
assert that Congress should have 
the courage stand out resolutely 
against these minority raids upon the 
Treasury for real fictitious “relief” 
purposes. But not easy for 
congressman with any sense realism 
either thus stand out even re- 
gard the issue one courage 
the lack it. him, courage 
that doubtful sort just anaes- 
thetic name for political suicide. 

Probably comprehensive analysis 
fiscal conditions responsible 
Treasury official during the past year 
has failed emphasize, language 
vigorous the amenities prevail- 
ing between separate branches the 
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Government will permit, that expen- 
ditures are the key whatever 
Treasury policy may have formu- 
lated with respect new taxes and 
revenue sources. the question has 
come forward whether new taxes 
will necessary finance deficit 
going upward 
dollar leaps, the gist every respon- 
sible conjecture reply has been: 
all depends upon expenditures.” 
And the expenditures referred are 
those supplementary items large 
amount which bob overnight and 
are voted outside the budget. 


The Sentiment 


ANIFESTLY the ability Con- 
gress restrain such expendi- 
tures—and this vital element 
fiscal decisions which soon will have 
made—is contingent, not upon 
congressional courage alone, but upon 
the weapons which Congress given 
fight with. long the respon- 
sible taxpaying elements the coun- 
try permit artificially stimulated floods 
letters, resolutions, telegrams, etc., 
stirred energetic minorities 
support particular appropriations, 
stand unchallenged the eyes 
congressmen the expression 
unanimous sentiment “back home,” 
just long will the unrestrained vot- 
ing such appropriations fore- 
gone conclusion. Place congress- 
man’s hand from his constituents 
few equally authoritative statements 
opinion the contrary these 
issues they arise, and then has 
some ammunition which can use 
when Treasury raider’s gun 
pointed his head and called 
upon stand and deliver. When the 
affected taxpaying elements rouse 
their own forces and powers, there 
will less occasion for them de- 
plore the lack congressional cour- 
age the face raiding parties. 
The question controlling expen- 
ditures outside the budget carries over 
into any analysis the fiscal pros- 
pects for 1932, just does the ques- 
tion what will the receipts from 
present sources internal revenue, 
customs, and miscellaneous collections. 
any considerable number the cur- 
rent proposals for large emergency 
appropriations—such those for un- 
employment relief, unemployment in- 
surance, farm relief, etc., advanced 
freely the March conference pro- 
gressives Washington—are forced 
through the next Congress, they will 
make the Treasury’s situation just 
that much more difficult between now 
and the end the fiscal year next 
June 30, and will make the revision 
(Continued page 99) 
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deposits and local demand 


factor bank investment 


has been the maximum 


withdrawal demand your 
bank over the past ten fifteen years? 
How great has been the variation 
local borrowing demand? What 
have been the maximum cash require- 
ments the bank? 

chart covering past experience 
these fields always interesting and 
instructive study, and usually helps 
provide long range picture the 
needs and problems which should 
taken care soundly conceived 


policy bond reserve investment. 


DEPOSITS LOCAL LOANS 


The record the past, course, 


will not alone serve accurate and 
adequate forecast what lies ahead. 
Times and conditions are constantly 
changing. Nevertheless, knowledge 


what has gone before, interpreted 


the light present conditions, wiil 
usually assist the banker deciding 
upon the proper proportions his 
bond reserve and the character the 
bonds which should compose it. 

The foregoing merely touches upon 
one the many points considered 
the comprehensive studies which our 
organization constantly preparing 
for our bank customers. Various 
others are suggested our folder, 
Sound Investment Practice for the 
mercial Bank. copy will gladly sup- 


plied any bank officer upon request. 


THE PROGRAM THAT DOES MORE THAN ENTERTAIN @ EVERY WEDNESDAY EVENING THOUSANDS INCREASE THEIR KNOWLEDGE OF SOUND INVEST- 


MENT BY LISTENING TO THE OLD COUNSELLOR ON THE HALSEY, STUART & CO. PROGRAM. BROADCAST OVER A NATION-WIDE N.B.C. NETWORK © 
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CENTRAL HANOVER 
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$903,000,000 Deficit Then What 


(Continued from page 96) 


Federal revenue laws just that much 
more imminent. 


New Things the Picture 


HEN the budget the 1932 fis- 

cal year was presented Con- 
gress Dec., 1930, was estimated 
that revenues $4,085,000,000 and 
expenditures $4,054,000,000 would 
produce surplus $31,000,000. 
There is, however, serious 
expectation that revenues will ap- 
proach that figure. Moreover, there 
are now outstanding certain recent 
commitments for expenditure which 
were not the picture when the esti- 
mate $4,054,000,000 was made. Just 
what part these additional expen- 
ditures were made the 1931 fiscal 
year, and just what part remains 
financed outside the budget 1932, 
cannot ascertained with precision 
from the 
figures now available, but safe 
say that the amount considerable 
sum, perhaps ranging from $100,000,- 
000 

Income tax receipts constitute not 
only one the largest, but also one 
the most flexible and unpredictable, 
sources Federal revenue. The 1931 
receipts from this source were realized 
partly from taxes income and capi- 
tal gains 1929, partly from taxes 
higher rate upon incomes 1930. 
They dropped off $550,000,000 from 
the collections. The 1932 re- 
ceipts will the remaining instal- 
ments due taxes 1930 incomes, 
and the first two instalments taxes 
income. Since these items 
are closely responsive business con- 
ditions, would scarcely seem the 
time this written that any large im- 
provement this score could reason- 
ably expected, although, course, 
brisk business upturn the closing 
months the calendar year 1931, 
which would boost corporate earnings 
and individual incomes subject tax, 
easily could have materially helpful 
effect. 

Ever since the returns 1930 in- 
come were filed, there has been lively 
conjecture concerning just how much 
the sharp drop income tax re- 
ceipts was attributable deductions 
from taxable net income account 
capital losses realized during 1930. 
Comprehensive figures this im- 
portant point are not yet available. 
any considerable part the $550,- 
000,000 loss revenue from income 
taxes can laid the door de- 
ducted capital losses, and can 
assumed that the realization capi- 
tal losses was more widespread 


1930 than 1931, then follows that 
income tax revenues during the 1932 
fiscal year should improve some ex- 
tent this category. This is, 
course, conjecture best. 


Minor Possibilities 
Improvement 


HERE are also few compara- 

tively minor possibilities the 
income tax revenues improving dur- 
ing 1932. One that the third- and 
fourth-quarter collections the 1930 
tax may better than expected. 
This hinges upon whether during 1931 
more corporations 
than ordinarily the case took advan- 
tage the option remit the tax 
lump sum payment. that assump- 
tion can made, the next two in- 
stalments income tax collections 
may proportionately larger than 
usual. even more tenuous possi- 
bility that early upturn busi- 
ness conditions might reverse such 
change paying habits. That is, 
more taxpayers might pay their taxes 
1931 income lump sum 
March, 1932, thus perhaps improving 
receipts during the 1932 fiscal year, 
even though the expense 1933 
receipts. 


Effect the Moratorium 


HETHER any appreciable re- 

covery customs receipts may 
anticipated for 1932 depends 
measure upon general business move- 
ments. view, however, the fact 
that the transition new tariff sched- 
ules now settled and accomplished, 
probably not over-sanguine 
look for better revenue showing 
from this source. 

One the principal factors the 
1932 fiscal situation the pending 
moratorium foreign debt payments. 
Since has been the policy apply 
principal payments from abroad di- 
rect debt retirement, the loss 
such payments during 1932 would 
have effect upon receipts available 
finance ordinary expenditures. 
would operate only retard debt re- 
tirement. But the loss foreign in- 
terest payments would felt, inas- 
much the former practice apply- 
ing them also debt retirement was 
reversed during 1931, and such funds 
now are being treated 
available for use for current purposes. 
1931, interest payments ran $184,- 
000,000. This can scarcely re- 
garded wholly unfavorable fiscal 
factor that full amount, however, 


since the moratorium which occasions 
the loss such receipts quite easily 
might encourage business upturn 
which would reflected fiscally 
compensating improvement income 
tax and customs receipts. 

among these conflicting and unrelated 
factors which bear upon the 1932 year- 
end condition not easy, but one ten- 
tative conclusion appears reasonable. 
There will sizable deficit 1932. 
The known factors would tend indi- 
cate approximate duplication the 
$903,000,000 deficit 1931, although 
number less well-established fac- 
tors all hold forth the possibility 
the deficit being materially smaller. 
upturn business, better break 
income tax effects from capital 
gains and losses, tightening 
both budgeted and unbudgeted expen- 
ditures, and little better showing 
customs receipts, all are potential fa- 
vorable factors. 

With respect what effect, any, 
the 1931 deficit and the prospect 
another deficit 1932 will have the 
way new tax legislation, one guess 
this time—months before Congress 
convenes and before the close fight for 
Congressional organization control 
decided—is good another, but 
the preponderance evidence would 
appear argue strongly against 
major tax revision this winter. One 
year’s experience not sufficiently 
broad base upon which rest the im- 
portant decisions involved major 
recasting the revenue system. Cer- 
tainly the approaching Presidential 
election powerful not control- 
ling deterrent any party advocat- 
ing, being willing take the re- 
sponsibility for, new taxes and their 
possibly damaging effects upon busi- 
ness sentiment. But there also 
abundance other factors pointing 
the same direction. 


Factor Public Sentiment 


these the comparatively 
philosophical acceptance the 
country the 1931 practice financ- 
ing current deficit increasing the 
outstanding public debt. The feeling 
generally seems that since 
Treasury surpluses—representing 
part excessive collections business 
taxes—were applied past years 
the acceleration debt retirement, 
not now illogical, within moderate 
bounds, reverse the process tem- 
porarily. Since means all sur- 
pluses were applied tax reduction— 
especially the reduction income 
taxes business—it more than 
fair now—some 
taxes, notably those which might af- 
(Continued page 118) 
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Association Activities 


Pacific Trust Conference 


SIMS, vice-president the 
American Trust Company, San 
Francisco, and chairman the execu- 
tive committee, Trust Company Divi- 
sion, American Bankers Association, 
will act general chairman the con- 
ference committee for the Ninth Re- 
gional Trust Conference held 
San Francisco, Oct. 21, and 23. The 
program being arranged for this meet- 
ing includes variety practical 
trust problems. While the conference 
intended primarily for bankers 
the Pacific and Rocky Mountain 
states, present indications are that at- 
tendance will not confined dele- 
gates from this area. 


Management Proceedings 


OUND volumes containing ad- 

dresses and discussions which 
took place seven bank manage- 
ment conferences 1929, 1930 and 
1931, have been published the 
Bank Management Commission re- 
sponse many requests from bank- 
ers, and heads financial depart- 
ments universities. The purpose 
the book will preserve 
convenient form the valuable facts 
disclosed various studies and 
ideas fostered these meetings 
bankers interested better banking. 
The publication contains approxi- 
mately 800 pages and cross-in- 
dexed. will distributed 
actual cost, amounting $5.40, in- 
cluding postage. 


Convention Calendar 


DATE STATE 

1931 ASSOCIATION PLACE 
Sept. Delaware Rehoboth 
Sept. Cheyenne 
Sept.17-18 Kentucky Louisville 

May 10-12 Texas Austin 
June 1-3 Watertown 


AMERICAN BANKERS ASSOCIATION 
MEETINGS 


Convention, 
Atlantic City, 


REGIONAL CONFERENCES 


Oct. 5-8 


Sept.17-18 Mid-Continent 

Trust,Grand Rapids, Mich. 
Oct. 21-23 Coast and 

Rocky Mt. States 

Trust, San Francisco, Cal. 
Nov. 5-6 Southern Bank Man- 


agement Conference, 
Nashville, Tenn. 
OTHER ASSOCIATIONS 


Sept. 28-30 National Association 
Supervisors State 
Banks, New Orleans, La. 


Southern Management 

Nashville Clearinghouse Asso- 

ciation will act host the Sec- 
ond Bank Management Conference 
southern bankers Nov. and 
Nashville, Tenn. The conference dis- 
trict includes Alabama, Arkansas, 
Florida, Georgia, Kentucky, Louisiana, 
Mississippi, North Carolina, South 
Carolina, Tennessee and Texas. The 
First Bank Management Conference 


the southern states was held At- 
lanta, Ga., 1930. Frank Sim 
monds, Deputy Manager the Amer- 
ican Bankers Association and Secre- 
tary the Bank Management Com- 
mission said that the keynote the 
Nashville meeting will bank 
management and the conference will 
have for its goal complete protection 
for the depositor, adequate service 
the community and satisfactory profits 
for the Houston, chair- 
man the board, American National 
Bank, Nashville, Tenn., will gen- 
eral chairman. 


Stringent Depository Bonds May 
Cause Embarrassment 


MONG bank depository bonds 
available insure the safety 
and return public funds 

deposit, one form issued large 


surety company contains the follow- 

ing “express condition,” numbered 
“That any time during 
the currency this bond there 
shall come the notice 


edge the obligee, any 
information tending indicate 
that the bank paid 


promptly demand any its 
obligations doing anything 
irregular unusual, dis- 
honestly improperly managed, 
solvent failing condition, the 
obligee shall immediately notify 
the Surety and shall forthwith 
withdraw from said bank the 
entire amount the deposit 
covered this bond and upon 
such withdrawal liability under 
this bond shall terminate.” 


The words italics not only give 
the surety company wide latitude 
evade liability, but also overload the 
public official with heavy responsi- 
bility. Interpreted broadly, in- 
formation tending could 
founded rumor, criticism whisper- 
ings which may imagined can 
construed reflect upon the 
bank’s financial condition. Moreover, 
many banks “doing anything irregu- 
lar unusual,” may the soundest 
their community. conceivable, 


for example, that bank which adds 
service charges unprofitable check- 
ing accounts, those adopting the 
most stringent protective measures, 
might accused doing something 
“irregular unusual.” 


Also, banks 


which require advance notices for 
withdrawal funds above certain 
amounts, solely because they are try- 
ing reduce the hazard loss 
through daylight might 
suspected being “unsound,” 
not “insolvent failing condi- 
tion,” expressed this condition 
the bond. 

Obviously, public official should 
expected deposit continue 
carrying funds bank which 
dishonestly improperly managed, 
ing condition. Nor should any public 
official depend entirely depository 
bond for indemnity loss, after 
knows the depository unsound 
failing condition. strict 
adherence these public officials 
the extremely broad requirements 
this clause might cause them lead 
run any bank. 

Despite the underwriters’ conten- 
tion that 1930, loss payments 
depository bonds exceeded $11,000,- 
000, more than double the amount 
premium revenue, bank should 
expose itself the possible effects 
contractual binder written 
such sweeping terms outlined 
above. Other forms depository 
bonds make such proviso and for 
many years they have been available 
from the leading surety companies. 

Although have knowledge 
that the surety company writing this 
bond has evaded liability strict 
interpretation this condition, mem- 
ber banks are cautioned against the 
use any form bond containing 
this objectionable clause. Meanwhile, 
our Insurance Committee 
tiating for its elimination modifica- 
tion. 
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you 


were building your 


own advisory stafi 


Suppose, instead retaining investment counsel for your bond ac- 
count, you decided set advisory staff your own. You’d want, 
first, staff bond analysts and specialists keep you posted the 
latest investment data. Then want experienced counsellor 
keep constant watch over your holdings and acquaint himself thoroughly 
with your needs for diversification, yield, liquidity. want this 
counsellor apply the data your statisticians your specific prob- 
lems, and thus recommend the correct course action. You’d want 
board mature investment specialists pass your counsellor’s 
recommendations. And, final precaution, you’d want these recom- 


mendations subject your approval before they were put into force. 


The above more than description the ideal investment counsel 
setup. It’s description Moody’s Supervisory Service, through which 
hundreds banks and trust companies are keeping their bond accounts 
good financial health. offers you all the facilities you could expect 


your own organization, far lower cost than you could command them. 


The moderate cost this service based not entirely the value 


your holdings, but the work involved watching over them. How 


much can help you, cannot tell until have had the opportunity 
examining your bond account. This shall gladly strict con- 
fidence, without cost obligation. Kindly address our Mr. Shea, 


Vice-President charge our Advisory Department. 


INVESTORS SERVICE 


JOHN MOODY, President 
BROADWAY NEW YORK CITY 


When writing advertisers please mention the American Bankers Association Journal 
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New Books 


Easton. Revised and rewritten 
Herbert Hodder. Published 
Effingham Wilson, Copthall Ave- 

CERTIFIED PUBLIC ACCOUNT- 
ANT LAWS THE UNITED 
STATES. Compiled The Ameri- 
can Institute Accountants. Pub- 
lished the Century Company, 
New York, London. 

TRENDS THE FOREIGN 
TRADE THE UNITED 
STATES. Published National 
Industrial Conference Board, Inc., 
New York. 

LOOKING AHEAD WITH COMMON 
STOCKS. Pierre Bretey. 
Published Wetsel Market Bu- 
reau, Inc., New York. 

HARVARD BUSINESS REPORTS, 
VOLUME Compiled Gradu- 
ate School Business Administra- 
tion, Harvard 
lished McGraw-Hill Book Com- 
pany, Inc., New York. 

INDUSTRIAL STRUCTURE 

ENGLAND. Part the 
Commercial Survey New Eng- 
land. Charles Artman. Pub- 
lished United States Government 
Printing Office, Washington, 

STATE INCOME TAXES. Volume 
Historical Development. Published 
National Industrial Conference 
Board, Inc., New York. 

STATE INCOME TAXES. Volume II, 
Analysis Income Taxes State 
Fiscal Systems. Published Na- 
tional Industrial Conference Board, 
Inc., New York. 

TEN THOUSAND SMALL LOANS. 
Louis Robinson and Maude 
Stearns. Published Russell 
Sage Foundation, New York. 

OPERATING ASPECTS INDUS- 
TRIAL MERGERS. William 
Basset. Published Harper 
Brothers, New York, London. 

INDEX NUMBERS ELUCIDATED. 
Willford Isbell King. Published 
Longmans, Green Company, 
New York, London, Toronto. 

THE FOREIGN PUBLIC DEBT 
CHINA. Arthur Gardiner 
Coons. Published University 
Pennsylvania Press, Philadelphia; 
Humphrey Milford: Oxford Uni- 
versity Press, London. 

BUSINESS LEADERSHIP. 
Henry Metcalf. Published 
Isaac Pitman Sons, New York. 

LAY-OFF AND ITS PREVENTION. 
Published National Industrial 
Conference Board, Inc., New York. 

SYSTEMS WAGE PAYMENT. 
Published National Industrial 
Conference Board, Inc., New York. 


The Condition Business 


European Financial Crisis Has Obscured Gains Domestic 


Industry. 


summer Recession Only Seasonal. 
Omissions Equal Wage Cuts. 


much attention has been given 
the European financial crisis 
the last two months that cer- 
tain definite signs recupera- 
tion the United States have passed 
almost unnoticed. number the 
major industries have apparently 
emerged from their cycles deep de- 
pression and are currently operating 
larger volume than year ago, 
among which might mentioned the 
cotton, woolen, silk, shoe and rubber 
industries, also chain stores and de- 
partment store trade some sections 
the country. The seasonal slowing 
down that occurs during midsummer 
has further increased the slack 
employment and plant capacity, but 
the autumn months have never failed 
bring material expansion, save 
the exceptional instances when the 
trend was sharply downward, 
the years 1930, 1923, 1914 and 1903. 


Drastic Overhead Reductions 


DVERSE conditions have spurred 
drastic reduction manufactur- 
ing, selling and overhead costs al- 
most every line. Recently published 
statements for the second quarter 
show that greater economy and effi- 
ciency are now being turned into in- 
creased earnings. Some the more 
progressive corporations that were 
the red during the first quarter have 
decided take business they find 
it, rather than mark time and pos- 
sibly bankrupt waiting for the rest 
the world recover, and achieved 
net profit after all charges during 
the second quarter. Possibly other 
companies will take the hint lower 
position move their product and, 
incidentally, disburse larger payrolls. 
far there has been concerted 
move toward reduction wages, al- 
though the first six months this 
year 1,436 individual establishments 
reported lowering wage rates, and 
1930 there were 900 reporting. 
Since November, 1929, there has been 
total 2,364 wage cuts reported 
the monthly reviews the Bureau 
Laber, which almost coincides with the 
number dividend reductions and 
omissions totaling 2,300 during the 
same period. Wage rates are ulti- 
mately determined, are commodity 


Second Quarter Earnings Show Improvement. 
Dividend Reductions and 
Buying Steel Continues Light. 


a 
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AND PASSED 


Number reduced passed 
dividends practically equals num- 
ber wage cuts. 


prices and interest rates, economic 
conditions, and they are constantly 
equilibrium. Wage rates are not made 
employers workers, labor 
unions, politicians, any other in- 
dividuals—they but discover and con- 
form them. 


The Basic Industries 


TEEL production this year has fol- 

lowed seasonal course, but 
unusually low level. the spring ex- 
pansion the rate operations reached 
only per cent capacity, from 
which gradually declined under 
per cent the early part July, 
since which time the trend has been 
moderately upward. Pig iron produc- 
tion, after pointing upward the 
first quarter the year, declined 
the lowest volume June for years. 
steel prices, however, sensi- 
tive barometer future demand 
rule, have lately gone the lead- 
ing centers. Current buying steel 
continues light, with the auto- 
mobile industry temporarily slowed 
down for vacations and new models, 
oil well and pipe line business scarce, 
also machinery and agricultural im- 
plement requirements, and the 
roads practically out the market, 
leaving structural steel for building 
the mainstay demand. Improve- 
ment anticipated around the end 
August. Hardly single steel company 
was able earn its preferred dividend 
during the first half this year, and 
more than half operated loss. 

Automobile production 
fairly steady during the summer 
.the aggregate, although the output 
individual companies 
Chevrolet and some other companies 
are producing higher rate than 


Mid- 


last year, while other companies are 
lower and the industry whole 
running approximately 1930 levels. 
With reasonable improvement the 
latter months the year, which 
confidently expected the trade, the 
estimate 2,900,000 vehicles that was 
widely accepted the beginning 
the year should closely approached. 

Motor executives feel that they have 
reason expect real expansion 
buying during the remainder 1931 
and the year 1932 for the reason that 
the domestic sales last year were 
hardly sufficient offset the cars 
scrapped during the year. Figures 
have been calculated from the auto- 
mobile registrations plus sales new 
cars that show the number that dis- 
appear each year. Following sum- 
mary for the past decade: 


Passenger Cars the 
(000’s Omitted) 


Domestic Number Change in 
Sales Scrapped Registration 
1920 1,760 306 +1,454 
1921 1,410 289 +1,121 
1922 2,010 492 +1,518 
1923 3,430 815 +2,615 
1924 2,960 979 +1,981 
1925 3,420 1,370 
1926 3,490 1,770 +1,720 
1927 2,700 1,711 
1928 4,300 2,139 +1,161 
1929 4,130 2,389 +1,741 
1930 2,700 2,621 


the beginning 1920, registra- 
tions totaled 6,771,000 passenger cars 
this country, while the end 
1930 the registrations had increased 
approximately 23,200,000, more 
than three times much. The longer 
that the scrapping old cars post- 
poned the greater need replace 
them. Current production must, 
therefore, provide not only for replac- 
ing greater number obsolete cars 
that are retired each year, but also 
for the natural growth the total 
true that there already severe con- 
gestion the cities and the roads, 
but the solution never will give 
the automobile which has come 
occupy such important place the 
business and social life the nation, 
but widen city streets, build better 
roads, bridges, overhead highways and 
vehicular tunnels, all which be- 
ing done. 

Building construction just about 
holding its own and thus far there 
has been appreciable upturn, but 


400 
200} 
1930 
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the decline least appears have 
been checked. 
ence opinion expressed the 
building situation and there are ex- 
ceptions any general statements. 
Few representative American cities 
are overbuilt, either with apartment 
structures single family residences, 
according the seventeenth semi-an- 
nual survey the real estate market 
the National Association Real 
Estate Boards. Almost simultaneously, 
the Investment 
tion America, through its commit- 
tee real estate securities, charac- 
terizes the real estate bond situation 
one the blackest spots our 
present financial outlook, 
mates that out $10,000,000,000 
outstanding real estate bonds, losses 
may realized about $6,000,000,- 
000, ranging from 100 per cent. 

Building materials have been 
poor demand, but the industries sup- 
plying materials have last taken 
steps reduce production and inven- 
tories. Output Portland cement 
June was 14,125,000 barrels, com- 
pared with 17,239,000 barrels June, 
1930. Shipments amounted 16,094,- 
000 barrels, and stocks were reduced 
from 29,554,000 27,585,000 barrels. 
price war among leading producers 
has been ruinous earnings. 

Three large copper companies, the 
Magma Copper Company, American 
Metal Company and the Cerro 
Pasco Copper Company have an- 
nounced curtailment operations. 
World production copper June 
came 126,722 short tons, compared 
with 130,486 tons May and 150,697 
tons June, 1980. per cent re- 
duction the output zinc being 
sought meeting Brussels repre- 
senting the industries leading coun- 
tries. Output zine practically 
all the important countries for the first 
half year amounted 626,864 short 
tons, compared with 812,815 tons the 
first half 1930. Obviously gen- 
eral curtailment mineral produc- 
tion conform with demand must 
come sooner later, and the sooner 
done the sooner prices can sta- 
bilized. Unlike petroleum, there 
need rush the extraction mineral 
ores prevent their being exploited 
neighboring landowners, and the 
metal keeps just well the ground 
above the ground. 


The Oil Industry 


INE representative oil compan- 

ies that have issued reports for 
the first half year show the following 
comparison with 1930: 

Net profits for the half year were 
$25,672,000 1930, whereas 1931 
there was deficit $1,219,000. In- 
vested capital the beginning 


the year totaled $639,773,000 1930, 
compared with $615,171,000 1931. 
The annual rate profits in- 
vested capital was per cent 1930 
and nothing 1931. 

the refining branch the indus- 
try, conditions are somewhat better 
than the production crude, due 
the maintenance consumption 
gasoline. With the exception 
few, widely separated months, con- 
sumption gasoline has always shown 
gain over the corresponding period 
previous years. 


Factors Affecting Textiles 


ALES cotton goods enjoyed 

sharp expansion following the 
President’s proposal for one year 
moratorium international debt 
payments, then relapsed when the de- 
lay reaching agreement caused 
loss confidence. After three 
weeks curtailment, cotton cloth 
output returned about the same 


level that prevailed the end 


June. Declining prices have again 
stimulated buying. 

The inter-relation markets may 
appreciated observing the action 
the other textiles, which enjoyed 
substantial rallies, then relapsed 
levels. The Euro- 
pean crisis has been the more disturb- 
ing because the powerful effort made 
avert through the war debt mora- 
torium agreement, truly construc- 
tive accomplishment going one 
the roots the trouble, was ineffec- 
tive; and the failure this agree- 
ment achieve its immediate object 
demonstrates anew the propensity 
confidence and capital take flight 
during depression from 
where they are most needed, and shows 
the persistence and deeply seated na- 
ture the decline the world trade 
and international lending. 

Rayon production the United 
States for the current year esti- 
mated 128,000,000 pounds, with 
imports 2,000,000 pounds and con- 
sumption 145,000,000 pounds, re- 
sulting reduction inventories 
during the year 15,000,000 pounds. 
Prices have been cut the point 
vanishing earnings the producers, 
and the three avenues open rectify 
the situation are discussed the 
Tubize Organon follows: (1) Rayon 
prices may raised the market 
allow profit its production. 
This method seems improbable prin- 
cipally because the pressure raw 
silk prices. (2) Weak and inefficient 


producers may either bankrupt 
may purchased stronger 
ducers, which would reduce the sup- 
ply rayon and make conditions 
favorable for price advance. (3) The 
manufacturing costs rayon may 


August, 1931 


reduced the wide-awake producers 
that profit may realized even 
current selling prices. The latter 
problem for the chemist, rather than 
the business man economist. 

Deliveries all sorts raw silk 
American mills during the month 
June amounted 42,161 bales, com- 
pared with 29,396 bales June, 1930. 
There are still large stocks raw silk 
the warehouses Yokohama and 
Kobe, which are source worry 
the Japanese trade, but this year 
there has been some decrease the 
spring crop cocoons, estimated 
about per cent the Japanese De- 
partment Agriculture and Forestry. 

the woolen industry, the past six 
months has been the most satisfactory 
period for several years back. be- 
lieved authorities that the seven 
year depression the textiles has 
come end. the fall situation 
this year measured the 
spring situation, those who believe 
that there will real shortage are 
undoubtedly the right. large por- 
tion the orders recent months 
have been for rush delivery. 

The rubber tire industry has had 
good volume replacement business 
this summer and the improvement 
expected continue. Leather tanning, 
after turn for the better last year, 
again fallen back under the handi- 
cap declining prices, even though 
the demand from the shoe industry 
excellent. Many shoe factories are op- 
erating the highest rate their 
history, particularly companies mak- 
ing cheap footwear. 


The Bond Market 


feature the bond market 
during the past month has been 
the severe decline that occurred 
foreign issues result the Eu- 
ropean financial crisis and the general 
feeling uncertainty the ability 
several nations elsewhere con- 
tinue interest and sinking fund pay- 
ments their external debts the 
face shrinking government rev- 
enues and adverse foreign exchange 
rates. the week ended July 15, 
Moody’s Index yields forty se- 
lected foreign bonds rose from 7.18 
per cent 7.95 per cent, which would 
around points. Some issues dropped 
fifteen twenty points, although re- 
sistance the decline was shown 
the obligations few governments 
which enjoy unusually high credit 
standing, such those Belgium, 
France, Netherlands, the Scandinav- 
ian countries, Japan and the Dutch 
East Indies. 
the domestic bond market trad- 
ing has been inactive during the 
(Continued page 123) 
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Mr. Banker with 


For number years past, 
have been trying demonstrate 
how well-rounded complement 
“Standard Services” would equip 
you for more profitable steward- 
ship your bank’s investments. 


But “turn about” certainly fair play. 
now invite you tell what you 
want the way assistance, particularly 
connection with your bond account. 


you will check the items listed the 
right which especially apply your re- 
‘quirements right now—then tear out this 
portion the page and mail us—we 
will glad suggest, without cost 
obligation, which Services” will 
aid you most effectively. 


course, shall understand that your 
acceptance this invitation signifies only 
that you are doing what every far-sighted 
executive does—namely, continually seek- 
ing information about new and better 
methods which may aid him more effec- 
tively discharging the responsibilities rest- 
ing his shoulders! 


STANDARD 


STATISTICS Ine. 


The Largest Statistical and Advisory 
Organization the World 


345 HUDSON ST. YORK 


AMERICAN BANKERS ASSOCIATION JOURNAL 


the way assistance 
your investment account 


CHECK, TEAR OUT THE PANEL AND MAIL TODAY 


STANDARD STATISTICS CO., Inc. 
345 HUDSON ST., NEW YORK CITY 


folio. 


Help protecting portfolio 


against losses. 


Aid buying bonds more prof- 
itably. 

Guidance selecting the 
bonds sell, when have 


Unbiased advice about bonds 
offered for purchase. 


Complete up-to-date information 
about individual bonds. 


Complete up-to-dateinformation 
about individual stocks. 


Up-to-the minute advice regard- 
ing the trend the bond 
market. 


Prompt word changes legal 
status bonds. 


have invested 
“Other Bonds and Securities”. 
understood that sending informa- 
tion about “Standard Services” which 
will help with the items have 
checked, places under cost 
obligation. 


When writing advertisers please mention the American Bankers Association Journal 
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The best bank check paper 


requires safety, strength, dura- 


bility and permanence. 


that these all-important attributes 
are present when made; its safety 
features should remain through 
the life the check; its strength 


should not weaken through later 


exposure the various industrial 
chemical atmospheric impurities 
and its durability and permanence 
should really permanent. 

characteristics are in- 
herent qualities Gilbert Safety 
Bond. None have suffered the 
process making this high grade 
bond sheet bank safety paper, 
safe against any attempted chem- 
ical ink erasure alterations. 
mill with years’ experience 
fine paper making Gilbert 
Paper Company, Menasha, Wis. 


not enough know 
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War Debt Moratorium 


and the German Crisis 
(Continued from page 62) 


mainly statistical grounds, believe 
that Germany capable coping 
with the situation. She has the most 
efficient and up-to-date industrial sys- 
tem Europe. Her per capita wealth 
and income are large. balance 
trade last year was favorable, and 
her yearly tax burden not greatly 
out proportion those other 
large nations. But the fact remains 
that the weakness successive gov- 
ernments Germany has prevented 
past expectations from being fulfilled, 
and remains seen whether any 
government the near future will 
able command the public following 
through drastic program financial 
reform. The final decision rests with 
the German people. 


China’s Old-Style Native 
Banks 


(Continued from page 66) 


those taking deposits and making 
loans. Through the local bankers’ 
guild they also determine the native 
interest rates. Both the functions 
collecting deposits and making 
loans are looked after the shroffs, 
who take the surplus funds from the 
firms which have account with the 
bank and deposit them the bank. 
the firms companies need money 
the banks will advance them loans, the 
proceeds which are carried them 
the shroffs. Both current accounts 
and fixed deposits are accepted, the 
latter usually carrying rate in- 
terest specially arranged. various 
sections China the banks charge 
fee for keeping current accounts and 
savings deposits, and when foreign 
semi-foreign banks have opened 
branches cities such Changsha— 
Hunan Province, where Yale-in- 
China located—and they accept de- 
posits subject withdrawal without 
charging fee for such services, they 
have frequently been embarrassed 
more deposits bulky silver dol- 
lars and bars than they can properly 
take care of. Particularly this true 
times unsettled political condi- 
tions for then that the Chinese 
seek all the foreign protection they 
can get for their wealth valuables. 

Current accounts are opened after 
pass book has been sent the de- 
positor the bank. All deposits are 
recorded this pass book and all 
native orders issued the bank 
behalf its customer must en- 
tered once this book. Also short- 
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after each Chinese New Year the 
pass book returned the customer, 
new one issued the bank, and 
the front page this book state- 
ment appears giving the customer au- 
limit. this respect the practice 
the English joint stock banks some- 
what similar the old Chinese bank- 
ing practice. 


Bankers’ Guild and the 


Interest Rates 


EMBERSHIP the local bank- 
er’s guild not obligatory but 
such obvious advantage that 
one can afford remain outside. 
many cities the most impor- 
tant commercial organization. ar- 
adjudicates disputes, and 
also furnishes clearinghouse func- 
tion, for its members. But one its 
most important functions that 
determining the native interest rates. 
The daily interest rate for all bank- 
ing transactions determined the 
Bankers’ Guild given locality and 
this becomes the standard rate for all 
demand loans the different banks. 
The guild also determines the rate 
interest paid for demand deposits. 
Native Chinese industries firms 
need credit apply the native 
Chinese banks, usually through the 
shroff, for loan overdraft. The 
rate fixed tael cents—the tael 
value China, and there are over 
170 different kinds taels use 
China varying weights fine- 
ness—per diem for 1,000 taels, and 
usually expressed decimals frac- 
tions, for example, 0.18, 
Kann, Shanghai banker, states 
that the native interest rate quoted 
twice daily candareens—a division 
the tael—per 1,000 taels per diem, 
and, according existing rules the 
upper limit for native interest 
candareens. the quotation given, 
for example, candareens, this 
corresponds rate 7.3 per cent 
per annum. (Multiply the native daily 
rate 365.) For commercial loans 
and overdrafts the banker adds from 
points the average daily rate. 
say, for month, arrangement with 
the customer. loan made be- 
tween “settling days” and definite 
date set for repayment, under- 
stood that the loan must repaid 
the next quarterly settlement day, and 
the interest charged will deter- 
mined taking average the 
daily rates for the period the loan 
has run, and adding this rate the 
customary points. These rates 
usually average from per cent 
per month per cent year. 
Very few Chinese banks make long- 


1930 exceeded 


1927 1928 1929 
put together 


During 1930 the number American 
Telephone and Telegraph Company stock- 
holders increased 97,893 greater gain 
than for the three preceding years put together. 
the first six months 1931 approximately 
34,000 have been added. The total now 
more than 600,000. 


individual owns much one per 
cent the outstanding shares. The average 
holding shares, and ownership wide- 
spread every state the Union. 

The company owned the public. Its 
policy render the best possible service 
the lowest cost consistent with financial 
safety’’. This policy has become security 
behind the investment. Dividends have been 
paid regularly for half century. 

May send you copy our booklet, 
Financial 


BELL TELEPHONE 
SECURITIES CO. Inc. 


195 Broadway, New York City 
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Federal Reserve Bank Stock 


Head Office Building 


Other Real Estate 


and Acceptances 


Other Resources 
CasH AND EXCHANGE 


County, 
and OTHER 


Capital Stock 

Undivided 
Dividend Payable July 1931 


Discount Collected—Unearned 
Circulation 


term loans for fixed capital purposes 
Chinese industries, reason 
the fact that very few have long-term 
deposits. Certain foreign-style banks 
offer and per cent per an- 
num for deposits run three, four 
and five years, respectively. These 
funds are then loaned out any- 
where from per cent per 
annum. 

Foreign industrial 
China securing overdrafts loans 
from foreign banks—and the British 
system overdrafts more common- 
used than the American promissory 
note plan—usually pay the rate 


CITIZENS 


NATIONAL TRUST SAVINGS BANK 
LOS ANGELES 


Statement Condition 
close business, June 30, 1931 


RESOURCES 


Stock Commercial Fireproof Building Co.— 


Bank Premises, Furniture and Fixtures, and 
Safe Deposit Vaults (including Branches) 


Customers’ Liability under Letters Credit 
Redemption Fund with Treasurer 
‘TREASURY CERTIFICATES 10,526,305.68 
14,491,753.31 47,802,168.56 


LIABILITIES 


Reserved for Taxes, Interest, Etc. 


Letters Credit and Liability 
Endorser Acceptances and Foreign Bills 


Assets the Citizens National Company, owned the stockholders the 
Citizens National Trust Savings Bank, not included above statement 


The CITIZENS offers careful attention all service 
required correspondents. 


$72,081,531.77 
420,000.00 


383,825.00 


1,698,603.80 
1,569,137.26 


3,242,541.14 
37,500.00 
684,950.47 


127,920,258.00 


5,000,000.00 
250,000.00 
179,450.93 
75,928.52 
750,000.00 


3,531,428.43 
3,760.95 
107,251,111.44 


27,920,25 8.00 


per cent per annum for 
such funds, but times monetary 
stringency may have pay from 
per cent even more. 


Special Law for Native Banks 


ECENTLY new banking law was 

enacted for China (February 28, 
1931) but result petitions from 
native bankers’ guilds, was deter- 
mined May 19, 1931, that new 
and separate law governing old-style 
native banks should enacted. The 
native bankers’ guilds pointed out 


that many features the new bank- 
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ing law for China were inapplicable 
the native banks the old type. 
These petitions point out three main 
objections the general banking law: 

“In the first place, the one and 
chief business the native banks 
the extending ‘credit’ loans—upon 
which the majority business firms 
depend for the financing their busi- 
ness ventures—the strict application 
the limitations specified the new 
banking law would deprive traders 
one the most important means 
financing, and render useless and idle 
funds which may otherwise utilized 
for the development commerce. 

“Secondly, the native banks are 
mostly partnerships whose partners 
bear unlimited liability. Should the 
provision the banking law, requir- 
ing partners produce adequate evi- 
dence their personal properties and 
wealth, strictly enforced, people 
would naturally hesitate invest their 
money for the organization native 
banks. 

“Lastly, business concerns are usu- 
ally organized either the form 
partnerships joint stock companies, 
circumstances dictate. particu- 
lar form organization not invari- 
ably suitable for particular line 
business. Were all banks and native 
banks required organized joint 
stock companies, wholesale reorgan- 
ization nearly all the native banks 
would 


Convention 


(Continued from page 80) 


Orleans will apply. East those gate- 
ways, the same route must used 
both directions. 

The following southwestern lines 
are not party the reduced excursion 
fares: Arkansas Louisiana Missouri 
Railway; Ft. Smith Western R., 
Graysonia, Nashville Ashdown 
R., Kansas, Oklahoma Gulf Ry., Na- 
tional Railways Mexico. 

identification certificate will 
sent each member ample time 
purchase tickets. One certificate suf- 
ficient for member and his imme- 
diate family. The American Bankers 
Association will send additional cer- 
tificates request member institu- 
tions who anticipate sending more 
than one representative the Conven- 
tion. 

Members are requested consult 
their local ticket agent for full infor- 
mation about conditions upon which 
tickets may purchased. When pre- 
senting the identification certificate 
the ticket agent will necessary 
state which class ticket desired, 
because the difference date the 
final return limit. 
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Causes the German 


Crash 


(Continued from page 69) 


trial expansion. This policy was in- 
spired the inflation-time theory 
that real values and not cash consti- 
tute prosperity. 

Large quantities capital went 
abroad. The Bureau Statistics es- 
timates the total between $2,200,- 
000,000 and Prof. 
Prion Berlin University estimates 
that between $1,000,000,000 and $1,- 
500,000,000 was sent abroad order 
evade taxation. The official bal- 
ance foreign payments shows that 
$325,000,000 1929 and 1930 
nearly $300,000,000 went abroad for 
purchases foreign stocks and bonds. 

Excessive fixed investment in- 
dustry home, foundation daugh- 
ter industrial concerns abroad, and 
payments for foreign securities were 
the reasons why Germany was short 
liquid capital, and why she had 
contract vast and dangerous foreign 
short-term debt. 

the end 1930 Germany owed 
abroad short term $2,750,000,000 
which over $2,000,000,000 were 
debts German banks. Against 
these liabilities abroad were large 
Germany counterclaims abroad 
arising from export capital. But 
when panic caused foreign cash 
flow out Germany, panic did not 
bring German money back; the 
contrary the German capital flight 
was intensified. That was the cause 
the drain the Reichsbank’s re- 
serves. 


Overrated Buying Capacity 
Markets 


UNDAMENTALLY, the excessive 

investment enterprise home 
was fault. Had these investments 
been prudent they would have yielded 
profits, and increased the supply 
liquid capital. But the concerns over- 
rated the buying capacity home 
and foreign markets. Competition 
rival concerns was ignored. The pos- 
sibility period serious world 
trade-depression was lost sight of. 
Hence much the capital tied 
fixed investments brought return. 

That applies also the famous 
“rationalization.” Only this year 
government Inquiry Commission re- 
ported that the technical ‘‘rationaliza- 
tion” the steel industry, which 
swallowed vast sums, was unprofit- 
able. was shown that during de- 
pression periods 


steel mills had actually lower produc- 

tion costs than “rationalized.” 
Convincing explanations were given 

this curious phenomenon. Further, 
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Member 


Federal Reserve System 


CHATHAM PHENIX 


NATIONAL BANK AND TRUST COMPANY 
1812—119 Years Commercial Banking—1931 


Charter Member New York Clearing House Association 


United States Government 


Depositary of 


STATEMENT CONDITION 
the close business June 30, 1931 


Resources 


Cash Hand and due from Federal 
Reserve and other Banks 


United States Government Bonds 
Other Bonds 

Federal Reserve Bank Stocks 
Demand Loans Secured Collateral 
Time Loans Secured Collateral 
Loans and Discounts 


48,778,623.79 


31,936,418.27 


and 9,766,131.27 
Accrued Interest 543,113.20 
Liabilities 
Capital $16,200,000.00 
Surplus and Undivided 
Profits 


Reserve for Dividend 


810,000.00 


Reserve for Taxes, Interest and Con- 


tingencies 
Unearned Discount 


Acceptances executed 


1,296,694.18 
6,199,997 .50 
23,615,464.00 


Acceptances other Banks sold with 


our endorsement 
Bills Payable 
Deposits 


None 
221,044,181.75 


the commission reported that the steel 
industry had expanded its production 
capacity excessively. The invested 
money was bringing return. 
Another commission reported the 
same thing agriculture. Enormous 
sums were sunk increasing the pro- 
duction cereals, this time when 
world-production was excessive. The 
commission declared that these invest- 
ments were uneconomic and profitless. 
Hundreds millions dollars 
were tied new fusions and 
daughter concerns abroad, rayon, 
chemicals, linoleum, textiles, and 
on. Part this money has been lost. 
That applies the vast German-led 
international linoleum monopoly, 


rayon enterprises abroad, and the 
now bankrupt North German Wool 
Corporation, which has lost every 
penny its capital, and has $60,000,- 
000 liabilities. 

Summing these enterprises the 
Munich. economist, Fritz Hirschberg, 
says that “in very great many cases 
these investments must considered 
entirely lost.” 


Causes Distrust 


WING the tying-up and 
part the loss capital saved 
prosperous years, liquid capital was 
almost non-existent. Only borrow- 
ing from abroad could the commercial 
banks give business the cash needed 
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1 
VASA 


1849, Conestoga wagons 
streamed across! Western 


plains the gold rush 


California. Pioneer gas companies operating that 


year the forty-niners 


included Rochester Gas 


Light Company and Worcester Gas Light Company. 
Among other Associated gas companies and the 


years they were founded are those serving: 


New Bedford, Mass. 1850 
Ithaca, New York 1852 


Elmira, New York 1852 
Cambridge, Mass. 1852 
Johnstown, Pa. 1856 


Seasoned time, the Associated Gas and Electric 


Company, one the first 


five utility groups the 


country, has demonstrated the many advantages 


group management utility properties. long, suc- 


cessful record the best 
Associated progress. 


assurance continued 


invest, for information, write 


General Utility Securities 


Incorporated 


Broadway 


New York 


for working-capital. short-term 
foreign debt was piled until per 
cent all the liabilities the banks 
were liabilities foreign banks. All 
these foreign credits were liable 
suddenly withdrawn; and they were 
withdrawn. That brought the crash. 

The withdrawals were due Ger- 
man errors policy and temper, 
which awakened 
The foreign banks had interest 
withdrawing. their 
money hardly earned anything; 
Germany earned great deal. Only 
extreme distrust could 
withdrawals. 


The list causes distrust 
endless: the “Nazi” Election 1930 
with its threat militarism and debt- 
repudiation; the Austro-German Cus- 
toms-Union Plan; the prestige-policy 
the armored cruisers; inflammatory 
speeches the former Army Com- 
mander von Seckt; the mobilization 
almost the Polish frontier 150,- 
000 the disastrous 
attempt wreck the Bruening Cabinet 
and the Budget-balancing plan. This 
attempt was the last straw. 

credit crisis has never ruined 
healthy country. Germany healthy. 
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Flaw-Tester for Bond 


Lists 
(Continued from page 68) 


rating. should rely the ser- 
vices only because has not the time 
personally rate all the issues 
finds, and not because unable 
rate them. 

Estimated actual market price 
not factor the index quality, 
because the ratings not change 
with the fluctuations price, al- 
though market prices are frequently 
affected changes ratings. One 
often meets with the thought that 
market price indicator invest- 
ment quality, that market price 
sort sublimation generalized ex- 
pression the judgment the in- 
vesting public upon the intrinsic worth 
securities. This idea presupposes 
that majority the investors care- 
fully investigate and weigh all avail- 
able information bearing the secur- 
ities concerned, but this assuming 
too much. For one thing, the prices 
the less active issues are easily sub- 
ject manipulation. For another, 
most investors not investigate care- 
fully. They buy the recommenda- 
tion securities salesmen without 
exercising much their own judg- 
ment the investment worth 
what they buy. They follow the mar- 
ket, depending other investors in- 
stead investigating. were not 
true that most investors are unin- 
formed concerning the investment 
worth their securities, market 
prices would more stable than they 
have been. 


Uses the Index 


independence the index 
quality market price one 
the most important features this 
method analyzing bank lists. 
times rising high prices, 
enables institutions with sub-standard 
issues sell them minimum 
loss and improve the general qual- 
ity their investment securities ac- 
counts. 

Table has been designed show 
how the issues the investment se- 
curities account bank have been 
distributed into the various economic 
groups classes and show the gen- 
eral quality the issues each 
group. Undue concentrations in- 
dustrial, public utility foreign 
bonds inferior grades will readi- 
discoverable. The issues each 
economic group class must 
spread table determine their 
general quality and the resultant in- 
dex numbers entered the appropri- 
ate spaces the sixth column 
table II. 
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additional column may added, 
necessary, indicate the number 
issues each group. This would 
tend bring out two faults whenever 
present. First, undue large blocks 
separate issues and, second, undue 
diffusion the account over too many 
issues. The latter important, be- 
cause some bond buyers appear be- 
lieve that diversification good sub- 
stitute for investigation and the exer- 
cise investment judgment. too 
great diffusion issues makes the 
investment securities account unneces- 
sarily unwieldy, preventing intelligent 
supervision. 


Rotation Maturities 


III has been designed 

show what part the investment 
securities account may properly in- 
cluded the bank’s secondary reserve. 
Inasmuch many seem agree that 
all free and unpledged obligations 
the United States Goverment and the 
high grade municipals owned ought 
included the secondary re- 
serves, they should not included 
table III. The issues each maturity 
group must spread table 
determine their general quality and 
the resultant index number entered 
the appropriate space the sixth 
column table III. 

The use this table will show 
whether any definite policy has been 
followed with respect rotation 
maturities and whether the short term 
issues held are sufficient high grade 
include them the secondary re- 
serve. The secondary reserve must 
only include issues that can con- 
verted into cash reserves short 
notice without loss. 


Public Benefactions 
(Continued from page 64) 


call institutional trust service. 
the banks and trust companies will 
make known the colleges, hospitals, 
orphanages, religious institutions and 
associations, and other eleemosynary 
institutions the country that they 
are prepared and equipped serve 
them agents and trustees safe- 
keeping and handling their endow- 
ments and other invested funds, they 
will extend their trust business ex- 
panding their service and increasing 
their value the community. the 
active trust institutions commu- 
nity, acting concert, will establish 
community trust and tell the people 
plain, understandable English what 
means and how works, they will 
increase the number and amount 
public benefactions inspiring public 
confidence through adopting 
nesslike method public 
benefactions. 
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Central Station 


PHONETALARM 


Links Protection your Vault 


Your 
Bank 
Vault 


Central 
Station 


Police 


the A.D.T. super-sentinel “who” electri- 


cally links protection your vault. 


When burglars attack, 


insures prompt action automatically and 
promptly warning protective agencies. 


Any attempt force entrance your vault attracts the electric 


“ears” PHONETALARM. Automatically, 


silent signal 


flashed A.D.T. Central Station where relayed directly 
the police only matter seconds before police and 
A.D.T. investigators are speeding the scene. 


Protection quick—sure—effective, where PHONETALARM 
stands guard. Install PHONETALARM—the link that makes 


vault protection complete. 


Descriptive bulletin request. 


SIXTH NEW YOR 


American Banking Paris 
(Continued from page 77) 


trusts. And New York was 
enough appreciate the business. 
That young guy, clerk so-and-so, that 
the boss had sent Paris was com- 
ing along. 


Other Companies Followed 


into detail after detail how this 
really very large business grew. The 
other trust companies, they ar- 
rived, one ambitious one, imitate, 


followed the degree their apti- 
tude, clarity mind, and simplicity 
purpose. They copied the tourist 
accommodation services thought 
Number One. They even went too 
far with them and wasted money. But 
they captured foreign exchange busi- 
ness that way. Through long distance 
telephone lines were established all 
the great capitals foreign exchange 
Europe. Customers could talk 
London Berlin without waiting. 
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Statement 


THE 


June 30, 1931 
RESOURCES 

Loans and $16,520,265.43 
Bonds Secure Circulation................. 1,000,000.00 
Government Municipal and Corporation 5,695,769.73 
Banking House 1,100,000.00 
Furniture and 1.00 
Customers Liability Under Letters 63,628.16 
Due from Treasury................ 50,000.00 

Cash Hand and Due from Federal Bank and 
3,072.94 
$40,418,039.82 

LIABILITIES 

Surplus and Undivided 1,257,221.36 
Circulation 1,000,002.50 
Customers Letters Credit 63,628.16 
Deposits 36,677,243.39 
$40,418,039.82 


ALWAYS 


Letters were answered that day, that 
hour, not next week. Statements were 
sent out frequently, accurately, 
typographical beauty infantile 
clearness. The astonished French and 
other rich foreigners exhibited them 
derision the competing French 
bankers their accounts, who pooh- 
poohed and scorned. These Yankees 
were just clerks. the great science 
banking they understood nothing, 
these charming but simple infants. 
Then came the war. Then Amer- 
ica’s historic gesture. Millions be- 
came billions. The American trust 


The Omaha 
National Bank 


YOUR SERVICE 


companies Paris were not only 
the map but mountain range across 
that sombre map. They augmented 
and flourished and dominated. Today 
they are the front line, hated, 
feared, but used. One them, 
said here, already fifth. Just 
think what would mean there 
stood Manhattan’s fifth banking 
place the Société Générale Pour 
France! 

And how was all this done? 
there possibly little lesson here, and 
not silly lesson, like most them? 
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Why, was simply proposition 
clerking. And what does that mean, 
what did mean this remarkable 
case? somebody who was there 
the time and who now telling about 
the meaning seemed that some- 
times pretty good not have 
any general ideas, any abstract science, 
any overriding theories, any the 
vast and cumbrous overhead theory 
and talk and exalted professional bag- 
gage. Sometimes success may lie 
just doing the little job well all 
its tiresome details, just clerking 
very thoroughly while the others 
all the high thinking about and 
miss out. 


How Banks Have Been 
Saved 


(Continued from page 74) 


and noted for their ability save 
part what they earned. 
ing the liabilities the bank, was 
found that nearly three-fourths con- 
sisted savings deposits, and there 
were about 150 individuals who had 
‘savings $4000 more their 
credit. Rather than have the bank 
close was agreed that the deposi- 
tors the bank would called into 
mass meeting where plan for re- 
organizing the bank would pre- 
sented and subscriptions taken for 
stock the new bank. Meantime 
was learned that experienced 
banker from another city within the 
state was willing make change. 
was prevailed upon come upon 
hurried visit look over the propo- 
sition and meet the directors, ap- 
praise the assets the bank and par- 
ticipate the campaign raise new 
capital place the bank on.a sound 
basis. 
When the notice for the mass meet- 
ing went out the bank exercised its 
option requiring sixty days’ notice 
savings. This checked the drain 
the deposits. the mass meeting 
the director, one the town’s leading 
business men, told the story the 
bank’s troubles candidly and directly. 
The president the institution which 
found itself this unhappy situation 
pledged his personal fortune assist 
making the reorganization possible. 
The banker who had agreed direct 
the destiny the new bank was pre- 
sented the audience and then the 
proposition was submitted that each 
the large depositors should subscribe 
for stock the institution the ex- 
tent per cent his her de- 
posits. The response was gratifying, 


for sufficient amount stock sub- 
scriptions was received effect re- 
organization, after assessment was 


| 
‘ 
inn 
b 
Sue 
~ 


August, 1931 


levied against the stockholders. With 
the capital remaining unimpaired, 
plus the amount the stock assess- 
ments, worthless, doubtful and slow 
paper was removed from the bank and 
the subscriptions, together with new 
money received from others, were 
used for the capital structure the 
reorganized bank. The mass meeting 
did the job. The bank was never 
closed and the new institution func- 
tioning today. 

their effort save their funds 
people some queer things. During 
the recent unsettlement banking 
one the large mid-western cities, 
number cases came light where 
depositors withdrew all their funds 
and marched right over another 
window and obtained cashier’s checks. 
While the effect this was merely 
transferring the funds from one de- 
partment the bank the other, the 
customers the bank departed, feel- 
ing that this act had absolutely in- 
sured the safety their funds. 


Hard Explain 


story told that rather 

frigid and somewhat forbidding 
looking woman, patently the 
spinster type, marched into the sav- 
ings department one the large 
banks. Frankly admitting that she 
had withdrawn her savings from an- 
other bank because she was afraid 
would fail, she asked this bank was 
“absolutely safe.” The official 
whom she addressed her inquiries re- 
assured her satisfactorily and she 
deposited her $1700 savings ac- 
count. About ten minutes later she 
walked gingerly into the bank and 
rushed over the officer who had 
given her his word that her money 
would safe and secure left with 
the bank. 

“T’ve just walked around the bank,” 
she declared, excited voice, “and 
have seen with own eyes lot 
men taking money out this bank 
bags full. this bank safe, 
what they mean remoying 
any such manner?” took quite 
bit explaining before she was fully 
convinced that the armored cars were 
merely performing their usual routine 
transporting currency customers 
and smaller banks other parts 
the city. Her suspicions aroused 
the sight guards moving bags 
from the bank into armored cars, she 
concluded that she had made im- 
portant discovery. the end, how- 
ever, all was serene and she left satis- 
fied that her accumulations were safe. 

These are some the more spectac- 
ular and incidents where acts 
resourcefulness have come light. 
the majority cases bankers, for- 
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New York Trust 
Company 


Capital, Surplus and Undivided 


$48,000,000 


TRUSTEES 


Freperic ALLEN 
ANDERSON 
James 
Coox 
Francis Davis, 
Harry Davison 
DouBLEDAY 
SAMUEL 
Joun Garver 

Horrstor 
WALTER JENNINGS 
Loomis 
Lovett 
Grayson M.-P. 
Harry 
SR. 
VANDERBILT WEBB 


New York 

Lee, Higginson Company 
Chairman the Board 


James Colgate Company 


Cook, Nathan Lehman 


American Brake Shoe Fdy. Co. 


United States Rubber Co. 
Ingersoll-Rand Company 
Hercules Powder Company 
New York 

Shearman Sterling 
President 


Manufacturers Trust Company 


Hayden, Stone Company 
Pressed Steel Car Company 
New York 


New York Life Insurance Co. 


Lehigh Valley Railroad Co. 


Brown Brothers Harriman Co. 


New York 


M.-P. Murphy Company 


New York 


Zabriskie, Sage, Gray Todd 


New York 


Milbank, Tweed, Hope Webb 


BROADWAY 


40TH ST. AND MADISON AVE. 


tified the knowledge that their in- 
stitutions have been well run and are 
position meet virtually any 
demand, have conducted their business 
the normal, customary manner. 
However, the unwritten record 
American banking could reviewed 
there would many illustrations 
resourcefulness multitude in- 
cidents where loans been 
strengthened the acquisition ad- 
ditional collateral, the guarantees 
wealthy individuals have 
tained where foresighted action 


ST. AND FIFTH AVE. 


has been taken prevent the develop- 
ment condition that might lead 
the need for major stroke re- 
sourcefulness. For, every commun- 
ity city where bank has gone 
down, other banks, confronted with 
identical economic conditions and the 
same class customers, have stood 
up. This tribute successful 
bank management and the exercise 
that vital characteristic the Ameri- 
can banker, resourcefulness deal- 
ing with situations advance any 
possible trouble. 


gu 
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Guaranty Trust Company 
New York 


140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, June 30, 1931 


RESOURCES 


Cash Hand, Federal Reserve Bank, and due from 


Banks and Bankers. 


Government Bonds and 


Public Securities 


Stock the Federal Bank 


Other Securities 
Loans and Bills 
Real Estate Bonds and Mortgages 


Items Transit with Foreign Branches 


Credits Granted Acceptances 
Bank Buildings 


Accrued Interest and 


313,444,776.29 
68,357,564.44 
7,800,000.00 
48,236,634.10 
911,945,373.34 
2,194,317.39 
2,854,471.21 
117,787,803.27 
14,668,077.29 
7,584,998.23 


$1,863,116,541.07 


LIABILITIES 


Capital 
Surplus Fund 
Undivided Profits 


Outstanding Foreign Bills. 


Accrued Interest, Accounts Payable, 


for Taxes, etc.. 


Acceptances 


Liability Endorser and Foreign Bills. 


Outstanding Checks 


90,000,000.00 
170,000,000.00 
298,426,966.48 


291,808.00 


8,594,041.22 
4,615,072.00 
117,787,803.27 
80,665,916.60 
$1,288,048,551.21 
64,686,382.29 1,352,734,933.50 


$1,863,116,541.07 


What About Latin America? 


(Continued from page 75) 


the meantime, one supreme de- 
sire has got hold the American 
holder foreign bonds: sell irre- 
spective price and without regard 
the intrinsic quality the bond 
question. complete reversal the 
situation obtaining 1927! the 
course that year, everything foreign 
was demand. Bankers were com- 
peting frantically for foreign loans. 
Thirty-six American firms were bid- 


ding for the Budapest bonds; fourteen 
were trying purchase Belgrade 
issue; twenty-five were bidding for 
Milan loan; and six for City Sao 
Paulo issue. Loans were practically 
forced governments, states and 
municipalities. Ambitious public 
works programs were launched. Equip- 
ment was imported large scale 
steadily rising prices. These did 
not interfere with the demand. Money 


was readily forthcoming. Bankers 
were more anxious lend than nations 
were eager borrow. 

The stream gold suddenly ceased. 
Loans could longer sold. The 
American public had become stock 
minded. Bankers, therefore, ceased 
seek foreign issues. Works which had 
been started could not finished. Un- 
employment set in, followed all the 
ills which usually accompany armies 
men and women out work. What 
took place, and taking place, Bo- 
livia and Peru, Colombia and Brazil, 
Chile and Argentina and Cuba, 
now matter record. American 
bankers, however, seem indifferent 
the difficulties which confront their 
southern neighbors. They are engaged 
helping Europe, which laudable 
move. the American Govern- 
ment trying rehabilitate the Old 
World, which equally praiseworthy. 

But what about America’s neigh- 
bors south the Rio Grande? What 
about the 110,000,000 Latin Americans 
with whom the United States carried 
000 one the 
worst years the economic history 
the world? What about the $6,000,- 
000,000 American money invested 
Latin America? the dollar 
Europe more valuable than the dollar 
Latin America? not reason- 
able assume that Europe restored 
with American aid will endeavor 
secure foothold Latin America, 
thereby regaining the position held 
there prior the war? not 
hesitate admit that should 
the aid the Old World, not merely 
for humanitarian reasons but for pure- 
selfish considerations. The reasons, 
however, are equally potent for going 
the aid Latin America, the 
United States retain what she 
has succeeded building within 
the past decade and half. 


Comparative Trade Volumes 


CLEARER idea the signifi- 

cance Latin America the 
economic life this country may 
obtained from the accompanying table, 
exhibiting the gain our trade with 
and our investments Latin America 
over the last half century. Similar 
statistics are presented regard 
Europe. 

will noted that within the past 
fifty years our trade with Latin Amer- 
ica has increased almost seven times, 
whereas our trade with Europe has, 
the same period, advanced less than 
three and one-half times. Moreover, 
our commerce with Latin America has 
shown even more impressive growth 
than the total trade the United 
States, which increased slightly more 
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than six times during the period 1880- 
1930. 


Growth Since 1913 


OMPARED with 1913 figures, our 

total commerce last year repre- 
sented gain 63.48 per cent; while 
out trade with Latin 
creased 73.51 per cent. Our commerce 
with Europe gained only 16.15 per 
cent, spite the fact that our in- 
vestments Europe showed 
crease during the same period 
more than 1500 per cent; while our 
stake Latin America advanced 
from $1,300,000,000 $5,706,000,000, 
gain 338.92 per cent. 

From the standpoint sales 
point out that, last year—admittedly 
one the worst the commercial 
history nations—our exports 
Latin America showed 
compared with 1913 almost per 
cent; while our sales Europe in- 
creased only 22.53 per cent. Our own 
exports foreign countries registered 
gain 54.71 per cent. 

regard imports, Latin Amer- 
ican sales the United States last 
year show increase over the 1913 
figure 62.37 per cent. 
chases from Europe, the other 
hand, increased during the same period 
only slightly over per cent, while 
our total imports scored gain 
76.02 per cent. 

Many are the disappointments 
which our: bankers for, and investors 
in, Latin American countries have 
been subjected, and even more numer- 
ous are the disappointments Amer- 
bonds. But large, too, the number 
mistakes which have characterized 
the past our foreign loan policy 
general, and our Latin American loan 
policy particular, and for which the 
irretrievable penalty now being 
exacted the form defaults and 
suspensions payment. 

Nevertheless, the importance 
Latin America the United States 
future market for our manufactured 
goods, cannot disputed. Why 
not, therefore, concentrate our ef- 
forts the end that our commerce 
with Latin America, amounting $1,- 
600,000,000 yearly, least main- 
tained, and that not lost 
time when most need it? 


Interest Savings 


Savings Bank Division the 
American Association 
has authorized survey determine 
there not some method arriv- 
ing fair interest rate based either 
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Develop Technique 


TECHNIQUE that skilled and refined pro- 
cedure which harmonizes mind with method 
and motion. Business that has it, individuals 
that have it—accomplish more, and better 
work with less effort, less time and less waste. 


Just much depends technique business 
art sport. Not long ago Business shied 
using term, practice, which had any- 
thing with Art, even Sport. Not now. 
Modern Accountancy has shown not only that 
business management art, but that its 
greater success comes with the application ex- 
actly the same factors which produce great Art, 
and make Sport universal and interesting. 


the control your business, the method 
system your management, the endless 
operations all material functions—develop 
technique. 


Ernst Ernst have endeavored set forth much the 
technique management ‘‘Budget 40-page 
booklet which will mailed nearest office request. 


ERNST ERNST 


ACCOUNTANTS AUDITORS 
SYSTEM SERVICE 


NEW ORLEANS 
NEW YORK 
OMAHA 
PHILADELPHIA 
PITTSBURGH 


ST. PAUL 
SAN ANTONIO 
SAN FRANCISCO 
SEATTLE 

TAMPA 

TOLEDO 

TULSA 
WASHINGTON 
WHEELING 
WINSTON-SALEM 
YOUNGSTOWN 


HOUSTON 
INDIANAPOLIS 
JACKSON, MISS. 
KALAMAZOO 
KANSAS CITY 


AKRON 
ATLANTA 
BALTIMORE 
BIRMINGHAM 
BOSTON 
BUFFALO 
CANTON 
CHICAGO 
CINCINNATI 


DALLAS 
DAVENPORT 
DAYTON 
DENVER 
DETROIT 

ERIE 

FORT WAYNE 
FORT WORTH 
GRAND RAPIDS 
HARTFORD 
HUNTINGTON, 
W.VA. 


PORTLAND, ME. 
PROVIDENCE 
READING 
RICHMOND 


LOS ANGELES 
LOUISVILLE 
MEMPHIS 
MIAMI 
MILWAUKEE 
MINNEAPOLIS 


ROCHESTER 
sT. Louis 


CLEVELAND 
COLUMBUS 


the rediscount rate the cent rate. 


The tendency toward that 


long-term security offerings 
some other base. feasible method 
can formulated then people should 
educated the necessity rates 
being higher lower money rises 
falls value. present there 
such index. 

Interest paid savings accounts 
banks tending generally toward 
per cent level. For number years 
banks and bankers associations 
several areas have pressed for per 


rate has been accentuated recently 
the very low rates money. Normal- 
ly, Chicago and St. Louis are per 
cent cities. New York where the 
great bulk savings deposits 
mutual savings banks the rates 
and per cent year ago have 
been reduced per cént and the 
case few the larger mutual sav- 
ings banks, per cent. other 
sections also the rate tending toward 
lower levels. 
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have prepared series short booklets 


entitled 


“As One Banker Another” 


discussing informally several present- 
day problems which should 
interest every Commercial Banker. 


Copies will mailed upon request 


American Trustee Share Corporation 


Wall Street, New York 
Chicago Philadelphia Los 


OUR OFFERING LIST WILL MAILED REGULARLY UPON REQUEST 


enjoy the protective background highly liquid assets, with 
credit factors widely diversified region and enterprise. Long 
regarded national standard for short term investment, they 
have been purchased individuals, institutions and 
thousands banks the country over. 


available convenient maturities and 
denominations current discount rates 


GENERAL 
CORPORATION 


OFFICES IN PRINCIPAL CITIES 
Executive Office BROADWAY 57TH STREET New York City 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $80,000,000 


YOUR BANK PROFITING EQUALLY? 


Down in Southeast Virginia, there is a bank, which, for seven consecutive years, has 
been supplying every member of its staff of more than forty with individual copies 
of the Journal. In that institution, every one is always up to date on the new banking 
ideas and ready to safeguard his bank against the latest crook-connivings. A group 
ik costs little, will achieve as much for your bank. May we tell you 
abou 
AMERICAN BANKERS ASSOCIATION JOURNAL, 
22 East 40th Street, New York, N. Y. 


The Profit National 
Bank Note Circulation 


(Continued from page 84) 


issues are substantially the same there 
seems general assumption that 
the consols will continue outstanding 
for the same period. 


Status Remains Uncertain 


NASMUCH the sinking fund al- 

lowance present substantial- 
half the annual profit note 
issue based upon Panama bonds 
controlling factor all calculations 
profits note issues, and this 
raises the question the anomalous 
position issues based upon the con- 
sols 1930. The consols were issued 
1900 April and the law pro- 
vided that they should payable 
the pleasure the Government after 
thirty years from the date their 
issue. Accordingly, the bonds were 
given indeterminate maturity after 
the first April, 1930. 

However, Dec. 12, 1929, the Sec- 
retary the Treasury gave notice, 
response many inquiries the sub- 
ject, that the bonds would not called 
for redemption April 1930, the 
earliest date under which the option 
the Government could exercised. 
The matter rests that position. The 
Panama canal bonds, one issue 
which matures 1936 and another 
1938, also are now callable under the 
terms the law authorizing them 
although they have fixed maturities 
which will limit their continuance 
any event. declaration policy 
has been made connection with the 
whole subject. The disposition 
the Federal authorities seems 
continue the present policy indefinite- 
issue eventualities. the mean- 
while evident that the consols 
are permitted run indefinitely 
sinking fund allowances issues 
based consols made the basis 
the Panama bond maturities are 
much too high and the actual profit 
the bank such issues materi- 
ally increased, the sinking fund factor 
negligible. 

Just how much reliance 
placed upon the probability indefi- 
nite continuance consols remains 
seen. While national bank notes 
are not properly part the national 
monetary system contemplated 
the Federal reserve law and times 
there has been considerable sentiment 
favor their elimination from the 
system they undoubtedly represent 
sound money, they vary little vol- 
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ume and therefore are not trouble- 
some the matter regulating 
credit, they form rather fixed part 
the banking system some parts 
the country and have the merit 
popular and political support. For 
reasons expediency and economy 
the Government herein given 
likely that the last bond issue 
which they are based will permitted 
run indefinitely. The consols are 
the only issue bonds the United 
States Government with 
termined maturity. 


Method Obtain Profit 
Margins 


(Continued from page 88) 


ter charges would follows: 


Checks $25: handling cost .05, plus 
three day per cent float 

Checks $25 $100: handling cost .05, 

plus three day per cent float .041 


Checks $100 $200: handling cost .05, 
plus three day per cent float .082 


This near the figure used al- 
most universally, where float charges 
are made, that might well con- 
form with the standard, making 
table follows (in 


Basis five cents plus per cent, five 
cents flat, plus per thousand per 


day. 

Checks $25 and under, .05 ea. 
Checks over $25 and $100, .10 ea. 
Checks over $100 and $200, .15 ea. 

Checks over below: 


days days days days days 


Passing Charges Drawer 


HERE deposit customers plan 

pass charges back the 
parties from whom they receive the 
items, there are three choices. They 
can charge the bank’s over-the-counter 
rate, although they themselves will 
not charged the item de- 
posited. They can charge the maxi- 
mum rate deposited items, which 
one and one-half cents plus per 
cent. they can charge the actual 
rate which they are charged—5 
per cent plus the rate applied their 
particular activity group. all prob- 
ability most merchants would absorb 
float and handling costs, because they 
themselves will not visibly charged. 
However, even though they are not 
visibly charged, they have been forced 
keep large enough balances make 
the charges unnecessary, are fully 
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Mellon Travelers Cheques are popular with travelers 
because their easy negotiability combined with 
safety, and, above all, because their economy. 
Mellon Travelers Cheques cost the traveler only 
cents premium per $100. Even though the selling 
price low, the selling bank’s commission cents 
per $100. you are not already selling Mellon Trav- 


elers Cheques, write for further 


Mellon 


Travelers Cheques can made source addi- 
tional profit for your bank. MELLON NATIONAL 
BANK, Pittsburgh, Pennsylvania. 


Capital and Surplus $23,500,000. 


CHEQUES 


entitled charge against their cus- 
tomers. 

would impossible predict 
the increase earnings caused 
such plan without knowing accu- 
rately the losses now being sustained. 
certain that these losses would 
corrected, and small profit guar- 
anteed the least profitable accounts. 
Obviously there are many accounts 
which are highly profitable, the 
numerous losses poor accounts 
could not have been absorbed long 
foster the idea that balance/activity 


ratios are minimum balance maxi- 
mum activity ratios, avoid any 
tendency bring better accounts 


down the ratios. book balance 
exceeded necessary balance, slip 
would sent out that would apprise 
the depositor that fact. seems 
quite probable that years come 
few accounts will maintain better ra- 
tios than those demanded the 
banks; which means that banks will 
then have raise their demands con- 
siderably, placing definite price 
the safe-keeping factor, insure the 
proper margin profit. 
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Acceptance Financing 


The International Acceptance Bank offers complete and 
specialized service the financing foreign trade. 
This service includes the handling commercial letters, 
acceptances, collections, securities, bullion, and foreign 
exchange. The world-wide banking connections this 
institution enable facilitate these operations, 
well supply clients with valuable credit information. 


INTERNATIONAL 
ACCEPTANCE Bank, INC 


UNIT THE MANHATTAN COMPANY 


THIRTY-ONE PINE STREET NEW YORK 


MIDLAND BANK 


LIMITED 


Complete Banking Service 


The Midland Bank offers exceptional facilities 
for the transaction banking business every 
description. has offices the Atlantic Liners 
and with affiliated banks operates over 2550 
branches Great Britain and Northern Ireland. 


The offices Poultry and 196 Piccadilly are 
specially equipped for the use American visitors. 


Head Office: POULTRY, LONDON, 
Overseas Branch: 122 OLD BROAD STREET, LONDON, E.C.2 


TOTAL RESOURCES EXCEED $2,000,000,000 


chart valuable information. Describes 
standard types with instructions for use and 
maintenance. Send for your copy today. 


Compan 


NEW JE 


$903,000,000 Deficit 
—Then What? 


(Continued from page 99) 


fect retard rapid business recovery, 
should not made absorb the full 
shock unbalanced Treasury situ- 
ation. 

Public sentiment likewise would ap- 
pear favor vigorous attempt 
curtail Federal expenditures prior 
any tax readjustment which would 
start tax rates return journey 
toward war-time levels. 

Although major tax revision seems 
highly improbable, there less assur- 
ance, however, that some minor 
changes the revenue system may not 
made this winter. There has been 
some official expression opinion 
the effect that the temporary structure 
excise taxes upon the sale par- 
ticular articles was torn down little 
too rapidly after the war, and that 
would not amiss re-enact some 
the more justifiable these excises 
—say, the tax automobile sales— 
with view giving the Treasury 
something lift. One factor argu- 
ing this direction that the excise 
effective, predominantly 
tobacco taxes, have weathered the 
storm fiscal adversity the most 
stable and unaffected all the Treas- 
ury’s sources income. That being 
the case, asserted, would 
strengthen the revenue system have 
few more these depression-proof 
revenue producers. the same time, 
course, could vigorously urged 
the contrary that the reinstate- 
ment such taxes the one auto- 
mobile sales scarcely would extend- 
ing helping hand sorely tried 
industry. 


Capital Gains Tax 


ury, some members Congress, 
academic authorities, busi- 
ness leaders and other elements—ap- 
pear favor overhauling the 
tax sections dealing with the 
treatment for tax purposes capital 
gains and losses. battery argu- 
ments, for the most part sound, has 
been mustered favor moderat- 
ing change this respect. The rates 
tax capital gains and deduc- 
tions for capital losses are declared 
grotesquely out line with 
other income tax rate schedules. The 
entire capital gains tax repeatedly has 
been pointed unwelcome 
specter Treasury feasts, abnorm- 
ally and unpredictably swelling reve- 
nue good times when not espe- 
cially needed, and abnormally deplet- 
ing revenue bad times. top 
these indictments, urged with 
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some color authority that the very 
existence this tax economically 
unsound and dangerous the coun- 
try whole, tending encourage 
and intensify inflation when capital 
gains are being recorded paper and 
there resulting indisposition 
realize them and thus expose them 
stiff tax, and tending disor- 
ganize and accentuate period de- 
flation, when there are capital losses 
and consequent scampering tax- 
payers take advantage the op- 
portunity for tax deductions. 
would almost seem the capital 
gains tax had not single friend left. 

But this appearance probably de- 
lusive. The topic highly controver- 
sial, especially its social aspects. 
country where large volume 
capital transactions gives rise 
times enormous speculative gains, 
there popular reluctance, not re- 
fusal, see the poor man’s earned in- 
come taxed while the rich man’s effort- 
less capital gains escape tithe the 
Treasury. Thus, the whole subject 
loaded with political angles. These 
are important that regarded 
being practically impossible open 
the subject all Congress with- 
out precipitating row which would 
usher wholesale tax revision all 
down the line. There such earnest 
desire every hand avert major 
revision that quite probable that 
the mischief the capital gains tax 
will endured for another interval. 
will endured with regret and 
without anyone relinquishing his pro- 
nounced viewpoint. Sort armed 
truce with everyone occasionally fin- 
gering his weapons, but not disposed 
draw them without severe provo- 
cation. 


Chances Against Revision 


the whole, then, the chances 

seem 
against any major cutting and trim- 
ming Federal tax patterns this 
winter’s Congress. This holds good 
influences the business world are 
the only Pandoras lifting the lid 
Treasury troubles. long the 
situation retains this appearance, the 
counsel wisdom, certainly sound 
political strategy, seems let 
recovery business automatically 
cure the Treasury’s difficulties. But, 
let become established that series 
deficits are due, not alone ab- 
normal business conditions, but 
chronically unbalanced excess ex- 
penditures over revenues,, and the 
prospects avoiding large-scale tax 
readjustments will quickly change. 
And that, either this winter 
next, again seems the control- 
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Bank Dignity 
with Beauty 


Bank Furnishings neces- 
sity must dignified. Athey 
Shades are recognized the 
most beautiful, yet they re- 
tain that certain something 
that makes 
fitting for use the largest 
financial institutions. 


Banks Chicago alone are 
Athey Shaded. Yes—they cost 
more than ordinary shades, 
but they look every cent 
the additional outlay. 


Ask for samples cloth and prices 
Athey Shades Distinction 


ATHEY COMPANY 
6089 65th Street, Chicago, 


Representatives in Principal Cities 
In Canada: Cresswell-Pomeroy, Reg’d., Montreal and Toronto 


ling answer already has been written 
the Treasury itself: “It all depends 
upon expenditures.” 


State Bank Resources 


SIMS, secretary-treasurer 

@the National Association Su- 
pervisors State Banks, prepared 
survey showing that March 25, 
1931, the capital, surplus and undi- 
vided profits state banking institu- 
tions the United States totalled, 
round numbers, $5,950,593,736. This 
compares, says, with total for 
national banks $3,778,909,000. 

“On March 25, 1931, there was 
total 22,800 banks,” says the state- 
ment, “of which 15,865 were state 
banks and 6,935 national banks, and, 
round numbers, total capital, sur- 
plus and undivided profits $9,729,- 
502,736, total deposits $56,610,716,- 
658 and total resources $70,812,- 
Compared with the record 
March 27, 1930, these figures represent 
decrease $233,819,720 capital, 
surplus and undivided profits, de- 
crease $835,283,877 deposits and 
decrease $1,225,678,691 re- 
sources. 

“On March 25, 1931,” according 
the statement, “the deposits state 
banks were $34,266,550,658, and na- 
tional banks, $22,344,166,000, showing 
deposits state banks per cent 
excess the national banks. The to- 
tal resources the state banks were 
$42,686,420,579 and the national 
banks, $28,126,467,000, showing the 
resources the state banks per 
cent excess the national banks.” 


Municipal 
Bonds 


Yielding 4.50% 


Circulars request 


South Salle Street, Chicago 


NEW YORK DETROIT 
PHILADELPHIA ST. LOUIS 


Group Banking and Your Directors 


Every one of your directors is interested, both for 
himself and his bank, in new banking developments 
and the progress toward the goal of better banking 
profits. The JOURNAL thoroughly covers all the new 
developments in these, as in every other branch of 
banking. If your directors are not already being 
supplied with the JouRNAL, let us tell you—now— 
about our Group-subscription plan. 
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MORE 

THAN 

$500,000,000 
RESOURCES 


FIRST 
NATIONAL BANK 
LOS ANGELES 


Fully equipped every kind 
with branches communi- 
ties, extending from Fresno and 
San Luis Obispo Imperial 
Valley. 


When banker has valued cus- 
tomers leaving for Southern Cal- 
ifornia, will them favor 
giving them letters introduction 
Security-First National Bank. 


Golf Club Head, 
It’s 


but did you know that some 
the finest golf clubs used today 
have die-cast heads? Heads die 
cast the Stewart Die 
Corporation? 


This only one countless 
number products including 
auto accessories, 
phones, cooking ware and house~ 
hold utensils, whose manufac- 
ture Stewart Die Castings are 
used. Many thousand parts are 
die cast daily supply the de- 
mand. 

The Stewart Die Casting Cor- 
poration only one 
equally outstanding 
Warner subsidiaries. 
different field. 
Copy latest financial report 
and list products manufac- 
tured will mailed any ad- 
dress upon application. 


STEWART-WARNER 
CORPORATION 


1826 Diversey Parkway Chicago 
and subsidiaries 
Stewart-Warner-Alemite Corp’n 
Canada, Ltd. 
The Alemite Corp’n 


The Bassick Co. 
The Stewart Die Casting Corp’n 


August, 


The Average Balance Theory 


HOWARD WHIPPLE 


the Average Balance Theory 

the July JOURNAL states that 
article that subject your May 
issue condemned the “misconceptions 
and misapplications the theory” 
but left the theory itself still stand- 
ing unimpeached. sorry can- 
not agree with his statements fact 
his reasoning. says: 


Allard Calkins’ defense 


“The theory the average balance 
does not enter into the mortgage loan, 
the capital loan the pure accommoda- 
tion character loan.” 


Why doesn’t it? What stop it? 
Some banks California demand 
borrowers mortgage that they 
maintain commercial balance. 
they not, the borrower asked 
place his mortgage loan elsewhere. 
The theory certainly applied prac- 
tically such cases and its application 
only proves the credit-rationing part 
the theory; the mortgagor forced 
maintain checking account because 
mortgages are hard place. The 
theory not misapplied there any 
more than the commercial ex- 
amples Mr. Calkins cites the ideal 
the theory. Mr. Calkins further 
alleges: 


“If you lend depositor small sum 
meet taxes, assessments, burial, medi- 
cal other momentarily embarrassing 
expense, the theory the average bal- 
ance cannot enter because does not 
belong. The theory properly attaches 
purely commercial borrowings only and 
can thoroughly justified them.” 


fail find proof these state- 
ments. Why cannot the average bal- 
ance theory enter into tax medi- 
cal loan transaction? Are not both 
the nature business activities? 


Certainly loans are not always: 


made the banker for charitable 
purposes. Size has nothing with 
it. Nor does the purpose the loan 
act theoretical practical hin- 
drance the exaction the banker’s 
demand for balance. 


DHERENCE Mr. Calkins’ ar- 

gument would put the banker 
the position tracing the ultimate 
purpose every loan made before 
applying the theory—hardly tenable 
practical position. the borrower 
should obtain loan $10,000 
buy wheat for later resale profit, 
commercial transaction, should 
but borrowed the same amount, 
$10,000, pay his taxes, the aver- 


age balance theory would not, Mr. 
Calkins’ opinion, enter. doubt 
whether many hardened addicts the 
theory would inquisitive. 

good loan—has satisfactory security 
other backing and will paid 
maturity without question—its pur- 
pose has little concern for the banker. 
The banker there sell credit—not 
question motives direct the 
course credit into channels his 
own choosing. His sole reason for 
asking questions about the liquidation 
capital loans assure himself 
that they will paid promptly. 

Among other considerations justify- 
ing the theory Mr. Calkins says that 
customer should bank where 
borrows.” Why should he? The error 
that statement its assumption 
that there necessarily unsever- 
able connection between the deposit 
and discount functions bank. The 
fact that good share commercial 
deposits composed the unused 
temporarily resting proceeds com- 
mercial loans evidence the in- 
separable mutuality the two activi- 
ties. Some depositors never borrow 
and have known some borrowers 
who never deposit. Yet bankers 
not eschew the latters’ custom funds 
are drug the market. 

will admit that desirable— 
for the banker—to have his borrowers 
deposit with him, for that action in- 
creases his available loaning funds. 
But only incidental to, not in- 
separable from, his loan activities. 
banker merchant his own 
credit. can loan money without 
having any deposits all—but that 
too long story for present purposes. 

Mr. Calkins further states that 
borrower’s income does not equal 
definitely fixed and fairly high pro- 
portion his borrowings each month, 
not good risk for commercial 
accommodation. 

What, may ask, does income have 
with commercial loans? Very 
little anything. With capital loans, 
yes, great deal; for capital are 
retired either the application 
savings from income replace- 
ment other capital, transfer 
creditors. 


commercial loans can good 
loans without the existence 
much income any form. Witness 
the man who borrows $10,000 buy 
wheat. holds thirty days and 
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sells advance sufficient pay 
back the principal and the thirty days’ 
interest. the meantime may 
not have had red cent his name. 
can retire the debt without having 
income enter into the transaction 
all. Mr. Calkins declares: 

“The banker knows—and does the 
borrower—that fair cash position 
cannot maintained the loan will never 
liquidated from the source agreed 
will liquidated—earnings.” 

The fallacy that argument that 
all loans are liquidated—by agree- 
ment—from earnings. matter 
fact such agreements are rare com- 
mercial loan transactions; and, 
above, commercial loans are rarely 
paid off from earnings. Instead they 
are usually paid transfer owner- 
ship the commodity which usually 
process consumption. such 
liquidation the element profit plays 
very little part spite the fact 
that, paradoxically, the desire for 
profit the motive the transaction. 
says again: 

bank has better current index 
the operations its commercial bor- 


rowers than the deposit accounts they 
maintain.” 


Not proven. Sometimes the case 
but not necessarily so. Some very 
successful men who are splendid credit 
risks maintain great account activity 
but very low deposit averages. They 
prefer keep every penny work, 
keep the banker from growing fat 
their expense. Witness chain store 
accounts. Such index just 
fallible the assertion that good 
dresser man who maintains ac- 
counts three four banks neces- 


sarily wealthy man good credit 
risk. And again: 

“Those deposit accounts should car- 
ried the bank that extends commercial 
and should size commen- 
surate with the business need; other 
words, size commensurate with the 
amount credit extended.” 


HY? argument adduced 
support the assertion. 
Commercial paper certainly com- 
mercial credit. Yet how few banks 
which purchase commercial paper en- 
joy balances from 
firms. And what has the size the 
customer’s balance with his debt 
paying capacity? His balance 
rarely unchanging, immutable 
thing. here today and there to- 
morrow. Ford’s note the 
Bank Chicago just good with- 
out deposit would with one. 
necessary insure payment loan, 
the credit should not have been ex- 
tended the first place. Carrying 
safe justifiable under such in- 
terpretation the average balance 
theory, would have backed 
equal deposit. Fine for the banker, 
particularly puts “hold” the 
deposit; but rough the depositor. 
With Mr. Calkins’ last statement 
hearty accord. says ef- 
fect: amount credit extended 
being based the capacity the 
business.” Certainly one can quar- 
rel with the soundness such con- 
clusion. But what does have 
with the average balance theory? The 
average balance theory habit; not 
demonstrable theorem. 


New 


CREDIT AND ITS MANAGEMENT. 
Tregoe, formerly President 
and Executive Manager the Na- 
tional Association Credit Men. 
Published Harper Brothers, 
New pages. Price, 
$3.00. 

The author addresses himself di- 
rectly credit managers. ex- 
presses the belief that the use 
credit has increased more rapidly 
than knowledge and its manage- 
ment. His approach the whole 
subject credit distinguished 
the fact that regards the human 
aspects more important than mechan- 
ical rules and systems manage- 
ment. There are chapters com- 
mercial failures, their causes and pre- 
vention, credits and the bankruptcy 
law and the various types credit. 


Books 


SUCCESSFUL SPECULATION 
COMMON STOCKS. William 
Law. Published the McGraw- 
Hill Book Company, New York. 420 
pages. Price, $3.50. 

William Law pseudonym used 
prominent financial executive for 
the purpose writing this book. The 
volume designed instruct the 
general public the nature and func- 
tion stock trading and furnish 
inexperienced speculators with essen- 
tial information. differs from the 
average run the press books 
Wall Street that furnishes 
more complete trading background. 
The writer does not deal with stock 
trading isolated phenomenon, 
but something inseparable from 
the actual business production and 
distribution. 
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Vacant Space 
Moved 


Results Produced 
Tough Problems Solved 


Building Manage- 

ment Organization has 
been and handling num- 
ber such building rental 
campaigns the eminent 
satisfaction building 
owners and bank boards. 
you need new ideas, en- 
ergetic action, and have 
building 100,000 more 
square feet needing imme- 
diate rental action, this ex- 
perienced organization will 
glad show you its 
qualifications. 


Arrange for preliminary 
interview writing Box 
BM, care Journal. 
* 
This message applies any building 
from Chicago cities along the 
Atlantic Coast. 


Scovell, 


Wellington 
and Company 


ACCOUNTANTS and AUDITORS 
MANAGEMENT ENGINEERS 


East Street, New 


CLEVELAND SYRACUSE SPRINGFIELD 
KANSASCITY SAN FRANCISCO , 
BOSTON PHILADELPHIA CHICAGO 


NIGHT DEPOSITORY 


BANK VAULT INSPECTION 


5 ORIGINAL 
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That’s why important that the Let tell you how the may 
companies which you are interested more helpful those companies 


all you had was 
press button discover 
just how good security 
really you can’t 
machinery. 


There just isn’t any button you can 
press that will tell you the future 
company, its plans for new products and 
further expansion the state its deal- 
organization. Statistical services are 
valuable helping you analyze 
company’s stock bond, but you must 
know the policies the company and 
its understand its future. 


tell their stories Bankers. Bankers are 
men influence every community, and 
Bankers can helpful company and 
its dealers they know more about that 
company than just what the cold statisti- 
cal figures show; they know the com- 
pany’s future plans and policies. 


which you have voice the manage- 
ment. The JourNAL’s reader audience 
rich buying power and powerful 
influence. Let show you how cam- 
paign the can further the 
sales product. There’s obliga- 
tion, course. 


Association 


JOURNAL 


East 40th Street, New York 
ALDEN BAXTER, Advertising Manager 


Kenyon 230 Michigan Ave., Chicago. 


Co., San Francisco and Los Angeles 


When writing advertisers please mention the American Bankers Association Journal 
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Condition Business 
(Continued from page 104) 


month and price fluctuations narrow. 
United States Government, high grade 
municipal and gilt edge issues rail- 
road, public utility and industrial cor- 
porations have held firm advanced 
still further. This class security 
favored the likelihood that easy 
money conditions will remain for some 
time come, extreme example 
which was the recent sale $51,806,- 
average discount basis 0.46 per 
cent, the lowest record. Second 
grade and speculative bonds, however, 
have been reactionary and their re- 
covery must wait upon expansion 
general business activity and earn- 
ings. 

Total offerings new securities 
thus far 1931 have been materially 
less than the corresponding period 
for several years back, and large 
proportion has been for refunding 
purposes. 
which results only exchange 
securities, summary the under- 
writings requiring new capital, tab- 
ulated the Commercial and Finan- 
cial Chronicle, given below: 


New Capital Flotations 


Six Months Ended June 
(In Millions Dollars) 


1931 1930 
$930 $2,101 


Domestic Corporate 
Bonds and Notes 
Stocks 219 1,220 

Foreign Corporate 163 493 

Foreign Government 400 

Farm Loan Issues 

States, Cities, etc. 839 665 


Total $2,220 $4,868 $5,434 


Better Quality 


SIDE from the lessened supply 

new offerings, there has been 
noteworthy improvement quality. 
Whereas the first six months 
1929 only per cent new capital 
issues was bonds and notes, and 
the remainder stock, the proportion 
fixed income securities the total 
increased per cent 1931. 
has been estimated that approximately 
per cent the underwritings this 
year has been for “productive” pur- 
poses, i.e., for financing operating 
companies engaged production and 
trade. 1929 only per cent the 
proceeds was used, the remainder 
being applied the public flotation 
companies formerly privately owned, 
financing mergers and organiza- 
tion investment trusts. its long 
term implications, the present subnor- 
mal volume new capital require- 
ments favorable for the bond mar- 
ket that the excessive issues 


prior years are being digested and 
capital for future investment being 
accumulated. 


Money, Dividends and Wages 


HERE has been little change 

the domestic banking situation, 
which still extremely easy the 
money centers although scattering 
bank suspensions the country 
districts still going and has had 
the effect keeping the amount 
currency circulation abnor- 
mal level. 

Call money holds per cent, 
time money for 60-90 days 
mercial paper 134-2 for the best names 
and prime bankers’ acceptances 
one per cent asked. 

Money cheap for the same reason 
that dividends are being omitted 
reduced, and wage cuts being made, 
namely that there temporary over- 
supply both capital.and labor and 
the rate remuneration naturally 
declines. the first page this re- 
view chart appears showing the 
number companies that reported 
wage cuts, and the number that re- 
ported dividend reductions omis- 
sions and 1931. 

The actual figures wage cuts and 
dividend reductions and omissions for 
1931, compiled the Bureau 
Labor and the New York Times, are 
follows: 

Dividends 


147 
155 
229 
170 
293 138 
210 292 


Figures just released for July show 
216 dividend reductions and omis- 
sions. During the month, however, 
there were forty-seven extra divi- 
dends, compared with thirty-seven 
year ago, and eleven resumed divi- 
dends, compared with four year ago. 


Wages 
33 
228 
175 
195 


January 
February 
March 
April 
May 
June 
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It’s easier give real alarm 
than false, with Padua System 


TF hold-up takes place alarm is given easily 
and promptly with the Padua foot-unit. But 
when cleaner’s broom or mop touches the unit 
there is no false alarm. Exclusive Padua design 
and construction assure this. Let us show how 
Pddua units may be used with your present 
system. 


Lift of the foot sets off alarm No false alarm via the broom 


PADUA Hold-Up Alarm Corporation 
Seneca Street Cohoes, 


NATIONAL GROUP 


NATIONAL 
ELECTRIC POWER COMPANY 


NATIONAL 
PUBLIC SERVICE CORPORATION 


part the 
MIDDLE WEST UTILITIES SYSTEM 


Catalog Now Ready! 
Fully Illustrated 
Largest Stock in U. S. 
American Arms 
& Ammunition. Complete line *Paper Targets* 
Valuable Data, New Gun Models. Complete Ballistics, 
Game Laws, *Fine Shot Gun Barrels Replaced,* Gun 
Engraving, *Restocking,* Gun Repairing, Telescopes, 
Skeet, Trap Equipment, Air Guns. All Gun Club 
Accessories. Shooting Articles by leading authorities. 
ew Send 25¢ in stamps for 144 page arms catalog ws 


Oldest Exclusive Gun House America 


The Journal and Your Employees 


With lower operating costs so vital a banking need, 
it is of the first importance that your employees have 
some means of learning of the best methods and ideas 
of other banks throughout the country. The JOURNAL, 
through its hundred or more articles on better bank 
management every year, affords exceptional means for 
placing the needed facts before them. Let us tell 
you of the Group-subscription plan which assures the 
full, prompt use of new ideas in your institution. 
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WHAT YOU THINK? 


Being more less personal talk between the and the READER 


Good Will Banking 


good will banking the 
same asset that years ex- 
other lines business endeavor? 
Some household articles often are used 
illustrate the commercial value good 
Thus has been pointed out that 
everything pertaining certain brand 
baking power were destroyed—factory 
buildings, offices, books, records, bank ac- 
count—so that nothing the 
name, even then that name would worth 
two because people still would 
buy that brand baking power manu- 
factured and sold the same packages. 

Does the same pertinacity attach good 
will banking? 

Experience seems indicate that there 
comparison between merchandising good 
will and banking good will far the 
public concerned. 


“The 
banks Chicago have had for 
the past two years proves that 
good will banking,” writes 
Edward Carson, president 
the Cottage Grove State Bank, 
Chicago. have come 
this conclusion after twenty 
years experience. June and 
should have proven banks 
that those persons for whom 
they had done the most, free 
charge, were the first get 


line and draw out their deposits. 


“Free service given the 
public banks has been, 
some extent, the cause the 
trouble the banks that have 
had close. contributing 
cause was the number cam- 
paigns waged for savings ac- 
counts and the gifts induce 
deposits, such clocks, scales, 
baby buggies, chances auto- 
mobiles and what nots. the 
last two years, any shrewd cou- 
ple could have gone around and 
opened savings accounts 
and obtained thereby enough 


household goods materially 
help furnishing moderate- 
sized apartment! 

the year 1930, through 
various methods, our bank threw 
out 648 checking accounts 
which found unprofit- 
able. One our neighbor 
banks welcomed 
open arms and carried with 
these very same accounts. Now 
that bank closed. its re- 
ceiver would analyze its activi- 
ties, would find that least 
$10,000 its assets was spent 
servicing these 648 accounts. 


“In the scramble for large 
volume accounts, many banks 
have neglected evaluate their 
business quality, and 
have gotten 
messy situations. are start- 
ing campaign, not solicit- 
ing accounts, but rather call- 
ing attention the fact that 
the banks that performed ser- 
operated loss, and are con- 
sequently not safe banks 
which carry even small ac- 
counts. 

“Banking going into new 
era where people will prefer 
deal with institution that 
operated business-like basis 
—for profit—as are successful 
Why profitable account 
should used carry dozens 
unprofitable accounts more 
than can understand. pol- 
icy which permits such prac- 
tice economically unsound, 
and the bank that continues 
operate bound lose favor 
the serious attention the 
public brought bear upon 
the matter.” 


those days when corner saloons were 
numerous and their patrons were numerous, 


August, 


too, early morning caller 
vexed one morning find his stopping place 
great disorder; the floor was covered with 
water and soap; chairs and tables were piled 
such confusion the cleaners that 
the caller, diminutive man, had difficulty 
picking his way across the room, and 
growled his displeasure. 

“Who are you anyhow?” demanded one 
the roughnecks. 

“Who repeated the irate caller 
rare brogue. 

“Who the little mon that lights 


his poipe here every marnin’! 

Many the customers lot the 
banks have been doing just that—lighting 
their pipes the bank. 

“We charge cents cash 
non-customer’s con- 
tinues our correspondent. 
other day man who was highly 
indignant this charge came 
desk and stated that had 
been doing business with this 
bank for twelve years. When 
asked him whether his account 
checking account, admitted 
that had account all 
with the bank but that had 
been cashing checks here for 
twelve years. This ex- 
ample the good will that 
bank builds giving the 
public costly service free 
charge. 

“In judgment the banks 
that will survive are the banks 
that offer the people high de- 
gree safety for their funds— 
the assurance that all deposits 
are held subject their im- 
mediate demands, without no- 


tice. Dignified courtesy should: 


characterize the bank’s attitude 
toward the people, but they 
must pay for all extra services 


order maintain bank that 


depositor whether the bank has 
been closed through dissipating 
its assets the cost free ser- 
vice the public through 
making poor and careless loans. 
the end, the depositors 
who suffer! 

the future, the public 
will have more respect, more 
confidence and greater feeling 
safety the bank that charges 
for services rendered.” 
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